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Mr. Wurrren. Gentlemen, the committee will come to order, 

This hearing has been arranged in connection with the Commodity 
Credit C orporation? s activities and several other programs of the 
Department. 

At this time we are glad to welcome on our committee Congressman 
R. H. Michel, a new member. We have worked rather hard on this 
subcommittee trying to get the Department straightened out on what 
we think is a sound farm program and we can use some assistance, 
Mr. Michel. 

We are glad to welcome you here and, as someone has said, wherever 
there is a need there is an opportunity. So I would say that you have 
a wonderful opportunity on this committee. 

Mr. Anpersen. If you will permit me, Mr. Chairman, I would say 
that Mr. Michel will - ake a valuable addition to this subcommittee. 

Mr. Wuirren. We have known him prior to his assignment to this 
committee, and we are delighted to have him with us. 

I would like the record to show too that, while we welcome him 
and expect him to perform long and successful service here, we do miss 
our good friend Charlie Vursell. He is an outstanding American with 
whom it was our pleasure to work for quite a number of years. 


(1) 





CCC Corron Exporr Sates PROGRAMS 





SALES OF COMMODITIES ON COMPETITIVE BASIS 


Mr. Secretary, we invited you here today because for years this 
committee has operated as almost a lone voice in the wilderness, in- 
sisting that the Commodity Credit Corporation charter authorized the 
sale of these commodities which the Government was holding off of 
the market. We have consistently pointed out that the charter of the 
Corporation not only authorized sale of those commodities on a com- 
petitive basis, but contemplated it. 

You will recall that for several years we had discussions with you 
and your Department as to why you didn’t use that authority. As I 
recall it, your answer was that you were not fully aware that the 
authority existed. This is a matter of record. 

The statement on cotton was made by yourself after it was shown 
that you were selling all other 19 commodities competitively but you 
were holding the cotton off the world market, reducing acreage of 
American markets all at the same time on cotton, when it was being 
expanded in foreign countries. 

We had an investigs ation which showed the interest of the Bank of 
America in California; Anderson and Clayton and other big opera- 
tors. I would like to have the highlights of that investigation to be 
disclosed in the record. 

(The highlights are as follows:) 


In those countries outside of the Western Hemisphere which show important 
increases in agricultural production, the main contribution made by U.S. private 
capital appears to be the introduction, sales, or financing of modern agricultural 
and processing machinery, U.S. improved varieties of cottonseed, hybrid corn, 
and other seeds, and the furnishing of technical assistance. 

In Mexico, where U.S. investments are largely credited with the very great 
increase in cotton production since 1950-51 it is reported that a majority of the 
cotton gins are owned or controlled by American interests. Many U.S. cotton 
firms are either establishing new gins or buying up the few remaining Mexican- 
owned plants. The Murray Co. of Texas, Inc., a large gin machinery manu- 
facturer, reports that exports to Mexico in 1955 will include 40 complete cotton 
gins. 

Anderson, Clayton & Co., the world’s largest merchandiser of cotton, had an 
indicated $16,021,000 invested in Mexican plants and equipment as of July 31, 
1954. This company also has subsidiaries in Peru, Brazil, Argentina, Paraguay, 
and Egypt. Foreign plants of Anderson, Clayton & Co. include 15 cotton com- 
press and warehouse units, 22 oil mills, and 112 cotton gins, the majority of 
these being located in Latin America. Anderson, Clayton & Co. operations in 
Brazil were started in 1934 and it has been reported that the growth of the 
cotton-growing industry in Brazil is largely the result of the activities of this 
company. 

Hohenberg Bros. Co. of Memphis, Tenn., through an affiliated company, Em- 
presas Hohenberg 8S. A. de C. V., operates eight cotton gins in Mexico and makes 
production and harvesting loans to farmers. During the past year Hohenberg 
Bros. Co. started operations in Guatemala and Nicaragua. It is reported that 
80 percent of this company’s export sales will be from foreign cotton growths. 

Cook & Co., Inc., of Memphis, Tenn., through foreign affiliates operates 8 
gins in Mexico and handles about 100,000 bales of Mexican cotton annually. 

George H. McFadden & Bros. of Memphis, Tenn., through Mexican subsidiaries 
maintains eight cotton gins in the large producing sections of Mexico and expects 
to handle about 95,000 bales of Mexican growths in the crop year 1954-55. Mce- 
Fadden & Cia., Ltd., a subsidiary, operates gins in Brazil at six locations and a 
warehouse at Sio Paulo. Loans are made to producers, ginners, and cooperative 
cotton organizations and in 1954 this company handled about 100,000 bales of 
Brazilian cotton. 

In the Ceneral American countries of Nicaragua, El Salvador, and Guatemala, 
Weil Bros. Cotton, Inc., of Montgomery, Ala., through a Panamanian subsidiary 
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Algodonera Weil, S.A., handles a major part of the cotton export from these 
three countries. 

W. R. Grace Co. jointly operates the largest cotton mills in Peru and is active 
in the buying and exporting of cotton in that country. Overall, the Grace Co.’s 
Latin American affiliates produced 97,600,000 yards of cotton, rayon, and woolen 
fabrics in 1954. 

Mexican cotton production is now being aggressively encouraged by U.S. 
capital, as irrigation projects which were started some years ago are nearing 
completion. Major banks in the United States consider cotton production or 
harvesting loans in Mexico a sound investment. In April 1955, the press reported 
a $10 million credit granted by Bank of America to finance cottongrowers in 
Mexico. Press comment included the statement that this loan is an indication of 
“confidence of American banks in Mexico’s economic future and easy sale of 
a bumper cotton crop.” 

Most of the larger American cottonseed companies are active in exporting 
improved U.S. varieties to Mexico and other Latin American countries. The 
Delta & Pine Land Co., of Scott, Miss., reports export sales of 1,606 tons of cotton- 
planting seed, from September 1, 1954, to May 31, 1955. 

The Rockefeller Foundation has supported crop breeding and extension work 
in Mexico which has resulted in substantial increases in corn, wheat, and bean 
yields. Many U.S. interests are reported to be investing in agriculture in Latin 
America, mainly cotton, and many of the companies which presently have invest- 
ments there plan to expand their operations if earnings and economic and politi- 
cal conditions justify such expansion. 


LOANS BY EXPORT-IMPORT BANK 


From July 1, 1947, through August 3, 1955, the Export-Import Bank of Wash- 
ington made loans totaling approximately $260 million for agricultural purposes 
to borrowers in foreign countries. Funds from these loans were used to purchase 
farm machinery, fertilizer plants, land development machinery, sugar mills, 
grain storage equipment, and expansion of highway and irrigation facilities. 

Export-Import Bank credit also has been important in facilitating exports of 
farm products. On August 3, 1955, for example, the Export-Import Bank author- 
ized a loan of $60 million to the Bank of Japan to finance the purchase of Amer- 
ican raw cotton. At present market prices this will finance the purchase of about 
330,000 bales of cotton. 

By far the largest agricultural credits (approximately $90 million) were 
extended to Israel. Mexico received loans totaling $30 million from the Export- 
Import Bank for the purchase of farm machinery, sugar mill equipment, and 
the construction of dams to increase irrigation facilities. 

Other countries receiving loans for irrigation and land development purposes 
include Afghanistan, Haiti, and Iran. 


LOANS BY INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
(WORLD BANK) 


Up to July 29, 1955, the World Bank had extended approximately $500 million 
in credits which were used either directly or indirectly to expand agricultural 
production. Of this total, approximately $148 million have been loaned for land 
improvement, river basin development, and irrigation purposes. Australia, Italy, 
Peru, Thailand, Turkey, and India received the largest loans for land improve- 
ment and irrigation purposes. Australia and Colombia received the largest loans 
for the purchase of agricultural machinery. 

In terms of total loans received either directly or indirectly for agricultural 
purposes Australia leads other countries by a wide margin with total credits of 
$126.8 million. Colombia is second with total credits of $81.8 million. India, 
Turkey, Thailand, the Netherlands, Peru, Italy, Guatemala, and Chile also are 
among the more important borrowers from the World Bank for agricultural 


purposes. 
You will recall that finally in 1956, I believe, after several years 
of urging, by this committee, which even discussed withholding funds 
for acreage control, the Department offered 1 million bales of cotton 
on a competitive price hoping to sell it in 6 months. You sold it in 
less than 2 months, For a period of months this committee and, as I 
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understand it, Mr. McConnell, who headed the Commodity Credit 
Corporation, insisted that you go ahead and sell cotton because it had 
been proven that you could. But for months the Department refused 
to follow up that experience which you had. 

After months of refusal to do that, the Congress passed what is 
known as the Eastland act, authored by the senior Senator from 
Mississippi, with whom I have worked for years on this problem. 
That law provides in section 203 thereof—and I point out the reference 
to that act, as follows: “Title II, Agriculture Act, 1956, export sales 
program for cotton. 

Now, this was passed after the Department finally had sold a million 
bales, proved you could do it, but still refused to follow it up. I quote 
from that law which reads as follows: 

In furtherance of the current policy of the Commodity Credit Corporation of 
offering surplus agricultural commodities for sale for export at competitive 
world prices, the Commodity Credit Corporation is directed to use its existing 
powers and authority immediately upon the enactment of this act to encourage 
the export of cotton by offering to make cotton available at prices not in excess 
of the level of prices at which cottons of comparable qualities are being offered 
in substantial quantity by other exporting countries. 

Such quantities of cotton shall be sold as will reestablish and maintain the 
fair historical share of the world market for U.S. cotton, said volume to be 
determined by the Secretary of Agriculture. 

That was and isthe law. Senator Eastland and I agreed on the neces- 
sity to call these hearings today. 

Last year in your appearance before this committee, Mr. Sec- 
retary, you were proud of your record of sales on a competitive basis 
for the past 2 years. I would like for the record to show how much 
American cotton you did sell once you got started, both before and 
ufter that law was passed. 

Notwithstanding the success that you had and which you were nice 
enough to commend this committee for insisting upon, you and your 
assistant, Mr. McLain, insisted last year that we change that and 
allow you to go to a payment-in-kind subsidy. The committee ac- 
cepted your assurances and went along. 

At that time I seriously questioned whether you should discontinue 
that which you had proven would work for something that we were 
uncertain about. You agreed to keep and use both. 

In our report last year, Mr. Secretary—and I shall ask that the 
pertinent parts of this report be inserted in the record at this point— 
among other things we pointed out what the law told you to do and 
we sald this and I quote: 
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NECESSITY FOR CONTINUING THE PRESENT EXPORT SALES PROGRAM 


The charter of the CCC provides, and has always provided, for sale of all 
Corporation-owned commodities in world trade at competitive prices. For years 
the Department did not use this authority, but offered such commodities at a 
fixed price, which resulted in holding an umbrella over world markets and a 
greatly increased world production. The amount of increase in foreign produc- 
tion during this period when the Department held U.S. commodities off world 
markets, as shown by an investigation of this committee, is staggering. 

At the insistence of this committee, in 1954 the Department finally offered a 
limited number of commodities at competitive prices in world markets, selling 
them for approximately 485 million American dollars. Subsequent to that, under 
urging by the committee, the Corporation finally, in 1955, offered all commodi- 
ties held by it, except cotton, in world trade at competitive prices through regular 
trade channels. This action came after the committee, in its report, had pro- 
vided special funds for a sales manager and a sales program, pointing out that 
the Corporation was derelict in having no real sales policy and no sales manager. 
The resulting sales for dollars reached the high level of $2.2 billion for the 
fiscal year 1955. 

In January 1956, under continuing pressure from the committee, the De- 
partment, under its general authority, finally offered 1 million bales of cotton 
in world trade at competitive prices. Officials expressed the hope that they 
might sell this million bales within 6 months. Actually, the cotton was sold for 
dollars in less than 2 months. Thereafter, for a period of months, Department 
officials kept promising to make further offerings. Holdings of the CCC, includ- 
ing cotton under loan, had reached 13.4 million bales on December 31, 1955. 
After three successive dates on which officials of the Department had promised 
to sell but failed to do so, the Congress passed the Export Sales Act of 1956, 
requiring the Department to use its existing authority to sell cotton and other 
commodities competitively, in order to regain and retain world markets. In 
such act, Congress directed that U.S. supplies, surplus to domestic demand, be 
made available to the buyers of the world on a competitive basis, as authorized 
in the charter of the Commodity Credit Corporation. The new policy was 
accepted abroad and, in the judgment of the committee, gave confidence to 
users of American commodities that the United States of America would continue 
to produce cotton and other commodities, and would make Government stocks 
available in world markets on a competitive basis. 

In fiscal year 1956, exports for dollars totaled $2.1 billion, including 1,177,842 
bales of cotton. In fiscal year 1957, exports for dollars reached a total of 
$2.8 billion, including 7,764,962 bales of cotton. These exports for dollars 
were under the competitive sales program, always authorized but not used 
until insisted upon by this committee. These commodities moved through reg- 
ular trade channels. 

PROPOSED SUBSTITUTE 


The committee has been disturbed during the present hearings to find that 
the Department is contemplating the elimination of this competitive sales pro- 
gram and the substitution of an export subsidy arrangement, whereby the 
stocks of CCC, assets of the Corporation, would be transferred to American 
exporters who exported commodities from their own stocks. 

From the testimony, it is not clear that authority exists for thus disposing 
of CCC assets, with the exception of wheat, where the CCC has additional 
authority under the International Wheat Agreement. 

This action is being planned, notwithstanding the proven value of the com- 
petitive export sales program, and notwithstanding the requirements of the 
Agricultural Act of 1956. 

The Department urges this change for cotton, because of a shortage of cot- 
ton for export needs. Yet the hearings show that 2 million bales of CCC cotton 
heretofore sold and committed to the export market have not been shipped 
out of the country. In addition, the CCC has on hand now more than 1.5 mil- 
lion bales and holds loans on more than 3 million bales, subject to call by 
August 1, 1958. This makes a total of 6.5 million bales now in this country 
which could be used to meet export market needs. 
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These facts raise questions as to whether the need for an additional system 
for exports is as acute as has been claimed. The Department testified that a 
considerable part of this cotton is of inferior grade and quality, for which there 
is little demand. It follows, however, if the Corporation does not sell such 
cotton during a period of relatively short supply, it is doubtful if it will ever 
sell. 

The committee points out that, in order to preserve the full authority of the 
Corporation to support farm prices, and in order to protect its capital struc- 
ture, the Congress is now required to restore to such Corporation the difference 
between what it has invested and what such commodities sell for. But under 
the export subsidy, with payment in kind proposed, the Congress would be 
required to appropriate sums equal to the full amount such Corporation has 
invested in commodities transferred to private firms or individuals. 

These facts, when taken with the obligation of the officers of the Corpora- 
tion to protect its assets and its capital impairment, and thereby hold down ap- 
propriations from the Treasury, raise further doubts as to the wisdom of sub- 
stituting this proposal for the proven competitive sales program. 

The committee is of the opinion that such a program, as a substitute, in no 
Way compares with the soundness of the present competitive sales program. 
Such a proposal if substituted for the competitive program, could do untold dam- 
age to the confidence we have gained with the foreign buyers and users of 
American products and would lead them, once again, to believe that there was 
no consistency in U.S. policies on sales, and that they would have to expect 
changes from year to year. 

The committee would point out that other countries sell what they produce 
and don’t need at what the market will bring. Under such program, which 
we have effectively used in recent years, the buyers have the opportunity to 
support the world price by their bids, whreas under any export subsidy pro- 
gram our Government would take the responsibility for fixing the price. This 
would create dangers of once again holding an umbrella over world markets. 
Further, the designation of the differential as a subsidy would be the basis of a 
charge by our competitors that we were dumping. 

The committee also would point out that any fixing of an export subsidy, with- 
out a continuance of present competitive sales from CCC stocks, would lend 
itself to all kinds of pressures from international operators and domestic mills. 
Such a subsidy could be reduced to the point of creating a virtual embargo on 
exports, or it could be increased to give a real bonanza to exporters. In the 
absence of competitive sales by CCC, it could enable, or at least provide, an op- 
portunity for the trade, particularly the international firms, to manipulate both 
domestic and world prices, and could lead to an umbrella over foreign pro- 
duction and expansion. It could easily be to the interest of such international 
firms to raise world prices by holding U.S. commodities off world markets, 
thereby enabling themselves to make profits on their holdings in other countries, 
to the detriment of American producers 

The committee would point out that section 201(a) of the Agricultural Adjust- 
ment Act of 1956 contains the following directive: 

“The Commodity Credit Corporation shall, as rapidly as possible, consistent 
with its existing authority, the operation of the price support program, and 
orderly liquidation, dispose of all stocks of agricultural commodities held by it.” 

That directive is clear and the substitution of any program for competitive 
sales which did less than that called for would not be in line with the intent of 
the act and would, therefore, be illegal. 

The committee would point out, based on many years’ experience, that if any 
such program of export subsidy were substituted, it would risk domination and 
control and limitation of export sales by the State Department, which frequently 
reflects the pressures from other governments. 

The committee is also of the opinion that any such program might enable the 
trade to withhold offerings in world trade until they forced the Department to 
increase such subsidy, paid to the trade, to such levels as the trade might demand. 
This would lead to increased cost to the Government and increased profits to 
certain members of the trade. If such actions were taken it would constitute 
an invitation for expanded foreign production. 

On the other hand, as has been pointed out, such export subsidy could be 
reduced to such a low level by the Department as to constitute a virtual embargo 
on exports, thus depriving U.S. producers of their fair share of world markets. 

Also, it is pointed out that any such export subsidy, if fixed or firm, would 
again constitute an umbrella over production which would enable producers in 
foreign countries, numerous Americans among them, to hold their offering prices 
just under the U.S. offering price and thereby obtain the sales. 
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Because of these weaknesses and other dangers inherent in the export sub- 
sidy program, it becomes even more essential that we retain the competitive 
sales program as protection. In the opinion of the committee, any new export sub- 
sidy or other means of export should not be substituted for the policy of offering 
CCC commodities for export on a competitive bid basis through regular trade 
channels. 

Whether the Department should work out its proposed export program with 
payment in kind, if determined to be legal, as an additional means to be used only 
so long as the CCC sales program on a competitive bid basis is being used, has 
not fully been determined by the committee. We are convinced, however, that 
sueh a program, without the present competitive sales program by CCC to protect 
against the dangers inherent in the export subsidy payment in kind approach, 
could lead to disaster. 

The committee therefore insists that it is essential for the protection of the 
assets of the Corporation, for its discharge of its responsibility under the law, 
and for the protection of the American farmer’s fair share of world markets, in 
order to give assurance to foreign users of American commodities that the United 
States will continue to make its commodities available on world markets at truly 
competitive prices, as authorized and directed by law, that the sales program on 
a competitive bid basis—with exports through normal trade channels—be con- 
tinued, whatever additional programs may be used to complement such program. 

In view of congressional interest in a consistent sales policy, the sales manager 
is directed to report monthly to the Speaker of the House, and to the appropriate 
committees of the House and Senate, the policies, activities, and developments, 
including all sales and disposals, with regard to each commodity which the 
Corporation owns or which it is directed to support. 


PAYMENT-IN-KIND SUBSIDY 


Mr. Wurrren. Now, Mr. McLain, in connection with that matter, 
you assured us that, if we went along with the payment-in-kind sub- 
sidy, that it would not be fixed, that you would change it if necessary 
to stay competitive, that you would carry out the law. 

Do you agree that you have not changed that payment-in-kind 
subsidy to make U.S. cotton competitive this year ¢ 

Mr. McLain. I don’t agree that we have not complied with the law. 

Mr. Wurrren. I asked you a question. Would you answer it? Do 
you agree that you have had a fixed subsidy this entire marketing 
season ¢ 

Mr. McLain. I think that is correct. 

Mr. Wuirren. You think it is correct ? 

Mr. McLain. It is correct; yes. 

Mr. Wuirren. Now, let’s don’t be hesitant about facts. 

Mr. McLain. I am not hesitant at all. 

Mr. Wuirren. I just don’t see why you would hedge on that one 
when we both know the facts. 

Is it a fact that the law does say that you must be competitive to 
the extent of “reestablishing and maintaining” our fair historical 
share of the world market ? 

If you have any questions in your mind about that, I would like for 
you to read the record. 

Mr. McLarn. No; I agree with that. 

Mr. Wuirren. Do you agree that you assured this committee 
through me, that if we went “along and authorized this payment-in- 
kind subsidy, you would keep export sales programs alive? 

Mr. McLatn. Yes, sir. 

Mr. Wnuitren. Do you agree that you said you would change this 
support subsidy as circumstances might require in payment in kind 
to stay competitive? 

Mr. McLatrn. I did, and you give us 








COTTON SALES 


Mr. Wuitren. Now, would you explain to us why you have not, and 
why it is that American-type cotton from Mexico and everywhere else, 
is being sold in world trade by the same American firms at 444 cents 
less per pound than you are offering American cotton? They are 
selling cotton while you hold U.S. cotton. Now, if you can explain, 
I would be glad to have it. 

Mr. McLain. Allright. I will be glad to, if you will let me. 

I think, first of all, for the 21% years of the operation of the competi- 
tive sales program, the record will show, and I am sure you will agree 
with it, that we have moved in excess of 15 million bales of cotton. 

The Secretary, in a public statement, has made a statement, and I 
think this committee pretty well agrees with it, that if we moved on 
the average of 5 million bales a year we would be getting our share 
of the world market. 

We would like to see a little more than that, but this is in the record. 

In the period we have had this program in operation, we have done 
that, and I can assure you that later on in this marketing year if it is 
evident we are not going to do that, that the subsidy will iG changed 


with next year’s program, so that it will be in line with the world 
market and it will not be because the subsidy has not been changed 
that we do not at the end of the fourth year have our share of the 
world market. 

Mr. Wuirren. What is your excuse for misrepresenting the facts to 
us on payment in kind, when you assured this committee that you 
would change the payments-in-kind subsidy as circumstances required 


to remain competitive during this year ? 

What is your excuse for not carrying out your promise? 

Mr. McLarn. I don’t think the subsidy-in-kind program had one 
iota to do with the fact that exports are off, Mr. Whitten. 

Mr, Wurrren. Mr. McLain, can you give me one reason for break- 
ing your firm commitment to this committee and the Congress, that 
you would change this payment-in-kind subsidy as circumstances 
required, to maintain our fair share of world markets this year? 

Mr. McLarn. I didn’t say this year. I don’t think the record shows 
other than that I said over a period of time we would comply with 
the law, and that is what we are doing. 

If you wait until the end of this marketing year, I think you will 
have demonstrated to you, with our announcement of subsidy which 
we will make very shortly, that we are competitive with world prices 
as of the beginning of the marketing year. 

Mr. Wuirten. Next year? 

Mr. McLatn. That is right. 


COTTON EXPORTS AND CCC DISPOSITIONS 


Mr. Wurtrren. Now, Mr. McLain, you sold how much cotton in the 
3 years? 

“Mr. McLarn. 15.4 million bales. 

Mr. Wuirten. Now the 3 preceding years, what did you sell ? 

Mr. McLarty. It was down from that quite considerably for a lot of 
reasons. 
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Mr. Wuirren. Give me the figures. 

Mr. McLarty. We can put them in the record. 

Mr. Wuirren. Tell me approximately. 

Mr. Ruopes. 1956-57 ? 

Mr. Wuirren. No, the 3 preceding years. 

Mr. Ruopes. 1955-56 was 2.2 and I think the 3 years prior to that 
was around 314, but I don’t remember those figures. 

(The information regarding cotton exports and CCC sales is as 
follows :) 


Exports of cotton compared with CCC dispositions by marketing years 


{In thousands of bales] 





CCC dispositions 

Marketing year U.S. exports | 

Sales for Sales for un- Total 
export restricted use 
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Mr. Wuirten. I was formerly a district attorney and I have seen a 
lot of people who violated the law, and I have never seen one that 
didn’t have an excuse. And that is what we get from you. I don’t 
see how we can accept a 3-year average as meeting the requirement of 
the law which says you must “maintain” our historical share. 

Now, following your erroneous theory don’t you think it took the 
cotton exports in the 38 years you mentioned, to make up for the 
preceding years, leaving you without any carryover of credit for this 
year from those 2 high years. It took those 2 years to make up for 
the 3 years that you and the Secretary refused to sell this cotton com- 
petitively as authorized by law? ‘The facts speak for themselves, 

Mr. McLatrn. There were a lot of factors that entered into that 3- 
year previous period. I think you recognize and I know the Secre- 
tary does, and I certainly do, that at that time the State Department 
did have some reservations about our pricing policies. Obviously this 
was part of the reason why the statute was passed. I don’t think 
there is any disagreement on the part of the Secretary and myself 
that we ought to continue to get our share of the world market and 
if you will just let us demonstrate that we will do that; I think it 
will be demonstrated at the end of next year that we have done it. 

Mr. Wuirren. Mr. Secretary, you get lots of credit in the papers 
for being law abiding and you have assured this committee you would 
abide by the desires of the Congress and follow the law. 

I wish you would read this law and tell me where in it you find any 
excuse for just carrying it out 2 years and not carrying it out another. 
I want you to answer it. 

Now, Mr. Farrington over here and these other folks will give a lot 
of excuses on this thing. But it won’t hold water because even on your 
fallacious reasoning it takes all the sales for those 2 years to make up 
for what you didn’t sell in the others. So you meet yourself coming 
back, for the law says “reestablish and maintain.” Any one would 
believe that means “consistantly.” 

Secretary Benson. Mr. Chairman, as I said to you before, we have 
no desire and no intention of doing other than complying with the 
law. 

I don’t presume that the Congress intended this to be retroactive. 
It became effective from the time it was passed. In the first 2 yea 
we certainly went beyond what we estimated we would do. We had 
in mind a figure of around 5 million bales. 

The first year the law was in operation we exported 7.6 million 
bales; in the second year it was 5.7 million bales. This past year we 
made a mistake in judgment. We set a minimum price which, as we 
look back now, should have been lower so we could have moved a 
larger quantity into consumption. 

The first year we set it too low. We try to set it at a level where 
we can move the quantity we want to move and not pay out any more 
money than we have to of the taxpayer. We try to make the program 
work and work in keeping with the spirit of this law. We certainly 
intend to do it in the future. 

Now, that means in my judgment, for this new marketing year we 
are going to have to change that minimum. /There again the question 
of judgment comes in, but with the help of our statisticians and our 
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technicians, we are going to do the best job we can, Mr. Chairman. 
That is our intention and will be our intention and will be our action. 

Mr. Wuirren. Mr. Secretary, do you agree now that the charter of 
the Commodity Credit Corporation authorized you throughout your 
tenure of office to sell CCC commodities in world trade at competitive 
prices ? 

Secretary Benson. Yes; the charter was very clear on that, as I 
have indicated before. Not only in the case of cotton, but any com- 
modity. 

Mr. Wurrren. You realize that authority existed during these years 
when you refused to use that authority to be competitive ? 

Secretary Benson. Yes. The charter hasn’t been changed. 

Mr. Wurtrren. Do you agree that, when we finally persuaded > you to 
use it, you sold a million b ales of cotton in less than 2 months ? 

Seer etary Benson. Yes; that is right. 

Mr. Wuitren. Do you agree that the Congress passed this act mak- 
ing it compulsory that you sell cotton competitively to the point of 
“reestablishing and maintaining” our fair share of the world market, 
after you went for months and ‘refused to follow up what you show ed 
you could do with the million bales? Do you agree that that hap- 

pened ¢ 

Secretary Benson. Yes. Of course, the Congress passed the legis- 
lation and we are trying to comply with it, Mr. Chairman, and we 
intend to. 

Mr. Wuirren. Mr. Secretary, I can’t commend you for the success 
of your efforts this year. 


PAYMENT-IN-KIND SUBSIDY PROGRAM 


Were you aware that Mr. McLain promised this committee that, 
if we would go along with this payment-in-kind program, the 
amount of subsidy would be changed periodically to the point of 
staying competitive? Were you aware of that commitment on his 

art ? 

Secretary Benson. Mr. Chairman, on this matter of payment in 
kind, may I say we first tried it out on wheat; do you remember? 

Mr. Wunrren. Mr. Secretary, I don’t mean to ar gue with you, but 
would you answer my question and then qualify ? 

Secretary Benson. Let me give this little background. We tried 
it out on wheat because we thought it would keep more of the com- 
modity in the hands of the trade and tend to strengthen and protect 
our private marketing machinery and not destroy” it and tie it up, 
which Government programs can do and to some extent have done. 

There was a great demand to have it on cotton. Many segments of 
the industry wanted us to ) put it into effect immediately. ‘We said, “We 
are going to shave a year’s experience on wheat first and then we may 
go to cotton.” 

It was studied very carefully and we decided to go into it. I think 
the industry overwhelmingly supported our final decision. We con- 
sulted with them before we made the decision. 

Now, I had understood that Mr. McLain had indicated that if it 
could be shown after a period of experience that the payment in kind 
program was detrimental to the export program, then, of course, we 
would be willing to change it. I didn’t know that he specified any 
particular year or time. 





13 


Of course, I was not here when he talked with you and I haven’t 
discussed it with him in any great detail. 

Mr. Wuirren. Have you read the report the Appropriations Com- 
mittee wrote ¢ 

Secretary Benson. Yes; I read it last year, as I recall. 

Mr. Wuirren. I read it to you a moment ago. Can you misunder- 
stand the intent of the committee? Is there any way to misunder- 
stand that we said last year that Mr. McLain, in all likelihood, would 
let the trade talk him into fixing it so low that it would be a virtual 
embargo on the export of American cotton? And time has proven 
we were so right. 

Now, Mr. McLain was your spokesman, was he not, for this change 
in ¢ ‘ommodity Credit Corporation policy ? 

Secretary Benson. I have full confidence in Mr. McLain. When he 
is up here representing the Department, he speaks for the Department 
on these matters. 

Mr. Wuirren. All right. 

You heard Mr. McLain agree a while ago that he gave his assurance 
that the subsidy would not be held so low as to be a virtual embargo 
on exporting American cotton, but would be changed if necessary to 
be competitive. 

Mr. McLain. I think if you give us the rest of the year to demon- 
strate that, we will have that. 

Mr. Wutrren. You have just promised me that for the rest of the 
year. You do not tell us what you will do for the years to come. 

If you won’t follow the directives of the committee and the law 
this year, how much confidence can anybody have in what you promise 
you are going to do next year / 

Mr. Mc Law. I again don’t agree that we have disobeyed the law, 
Mr. Whitten, and I don’t think anything I said in the testimony would 
so indicate. I think at the end of this 3- year period we will have 
demonstrated that we did exactly what the law intended and at the 
end of the fourth year we can demonstr ate that we did exactly what the 
law intended. If you will give us that time to demonstrate it, I think 
we will demonstrate it. 


MAINTENANCE OF FAIR HISTORICAL SHARE OF WORLD MARKET 


Mr. Wuirren. Now, do you think that that law was required be- 
cause you, listening to certainly elements of the trade, refused to sell 
any more cotton after you sold a million bales ? 

Mr. McLarty. Read with emphasis the last line of the law. 

Mr. Wuirtten (reading) : 

Such quantities of cotton shall be sold as will reestablish and maintain the 
fair share of the world market for U.S. cotton, said volume to be determined 
by the Secretary of Agriculture. 

Mr. McLain, do you know any way to maintain a fair historical 
share of the world market by making 2 million bales available 1 year 
and 8 million the next? Do you know of any way in the world to 
lose your customers faster than to make 2 million bales available 1 
year and 10 million the next? It says, “maintain the fair historical 
share.” 

Mr. McLaty. Let me ask you this, Mr. Whitten: Would you have 
us shut off the year we sold the 7.5 million bales at 5 million and raise 
our price ¢ 
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Mr. Wuirren. After that experience you did cut off by making the 
subsidy so low as to let others have the markets, In view of this | law, 
you owe it to the world to let your customers know—and I think this 
law contemplates it—that you will go after your fair share each and 
every year. In view of international relationship, I think you would 
owe it to them to let them know that you aren’t trying to break the 
world market and that you would limit yourself to the fair share. 

Mr. McLarty. You would cut us off at the 5 million ? 

Mr. Wuirten. I don’t agree that 5 million bales is our fair share 
under all conditions. I think 6 to 614 million bales might be fair some 
years. However, you are now saying 2 million bales 1 year is fair 
share if you sold enough the preceding 2 years. Even on that falla- 
cious reasoning you are wrong. At that time you had 8 years of de- 
liberately holding American ‘cotton off world markets, and letting 
some international firms get rich at the expense of the American 
farmers. For 3 years you held this cotton, paid out huge storage costs, 
and counted it to reduce American acreage. U nder those cireum- 
stances, I think that you had the right to push back Anderson- Clayton 
and others in Mexico and South and Central America to their normal 
share. But I would say on the long-haul, in line with this law, that 
you are obligated by law—whatever you may wish to do, Mr. Secre- 
tary—you are obligated to make American cotton available to our 
customers on a consistent year-after-year basis. 

Mr. McLarn. On this we agree. 

Mr. Wurrten. And this is a ridiculous idea that you can blow hot 
and cold and disobey the law this year on a promise that you will carry 
it out next year. That would establish a precedent. I must insist 
it is not within the intent of ~~ law. 

I am surprised at you, Mr. Secretary, taking any such view. 

Secretary Benson. I am not taking any suc h view, Mr. Chairman. 
I think we are obligated to follow the law, which means that we are 
to be competitive in the world market and get our fair share of the 
world market, but regardless of the conscientious manner in which we 
try to administer that law, there are bound to be some periods when 
we will be getting more than our share and other periods when we 
will be getting less than our share. You can’t fix it. You have had 
enough experience in marketing to know that. 

Now, we overshot the mark ‘the first 2 years; we undershot it this 
year. But, averaging the 3 years out we have, I think, done a good 
job. 

Mr. Wuirren. You obeyed the law 2 years and did not follow it 1, 
so that gives you a 2 to l average. The courts are full of people who 
did that. 

Secretary Benson. I really don’t believe we disobeyed the law, Mr. 
Chairman. We miscalculated. We misjudged the first year and we did 
the third year also. We didn’t hit the mark. Next year I think we 
will hit the mark and probably overshoot a little. 

Mr. Wuirren. Now, Mr. Secretary, you have a reputation for fair- 
ness. Give mea fair answer. 

I quote [reading] : 

Such quantities of cotton “shall be sold”——— 

Secretary Benson. Yes. 

Mr. Wuirten. [reading]: 


as will reestablish “and maintain’’—— 
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Secretary Benson. That is right. 
Mr. Wuirren. [reading]: 
the fair historical share of the world market for U.S. cotton. 


Would you say this year’s actions by the Department have reestab- 
lished our fairshare? This year? 

Secretary Benson. No; not this year. 

Mr. Wuirren. Would you say this year the Department has main- 
tained, as the law requires, our fair share? 

Mr. Benson. As you relate it to the 3-year period, we have complied. 

Mr. Wuirren. This year have you maintained it ? 

Secretary Benson. This year we are following along below, I think, 
what would reasonably be considered our fair share. 


COMPARISON OF WHEAT AND COTTON PROGRAM 


Mr. Wuirten. Now, Mr. Secretary, you have repeatedly promised 
you would carry out the directives of the C ongress. 

Mr. McLain admitted that he agreed to this. Why is it you change 
the export subsidy on wheat daily so as to stay competitive? If what 
you said is sound, why do you treat wheat differently? Is it the in- 
fluence of a few of these international cotton traders with these folks 
on the Commodity Credit Corporation Board? Why do you stay com- 
petitive daily in wheat and let your Department violate agreements 
with the committee, with the Congress, ignore the committee reports, 
and ignore the law which says you must reestablish and maintain? 

Now, why the difference between wheat and cotton unless it be the 
influence of these big international cotton traders with certain officers 
of the Commodity Credit Corporation. 

Secretary Benson. Mr. McLain, himself, can reply further to that, 
Mr. Chairman, but I would like to say this: In the last 6 years we 
have had a good many pressures from a good many sources, and I 
don’t believe there is anyone who can show that we have followed a 
policy which we thought was wrong and were not carrying out our 
duties because of pressure from the outside. 

We have stood up against a good many pressures, and I don’t care 
whether it is the world cotton traders, or who they are, they are not 
going to influence us to follow a policy that we think is not sound 
and right and in compliance with the law. 

Now, I want you to know that. That is the policy of the Depart- 
ment. 

Mr. Wuirren. We will carry it a little further, Mr. Secretary. 
In wheat you have changed the subsidy regularly to stay competitive. 

Mr. McLain. One year we exported 550 million bushels of wheat, 
and 1 year within the last 3 we have exported less than 400 million. 
We would like to have 500 million all the time. We change the 
subsidy on wheat every day in the year to stay competitive. 

So you will have this wide fluctuation regardless of the method. 

Mr. Wuirren. Now, tell me why it is, in spite of your agreement, 
that you refused to vary the subsidy on cotton? 

Mr. McLarn. I haven’t said we have refused or are going to refuse, 
but I will say this to you, when we announce our new rate and as we 
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get, to moving into the fourth year, if our share of the world market is 
not m: \intained, that subsidy will be changed to maintain it. 

Mr. Wurrren. Mr. McLain, that is exactly what you told me last 
year, speaking for the Secretary, and you have completely failed. 

Mr. McLarn. At the end of the 3 years we have not broken faith, 
and we weighed the 3 years in the decision not to change this year. 
That is what I want you to understand. 

Mr. Wurrren. Mr. McLain, you assured us that if we went along 
with that payme nts-in-kind program it would be changed if necessary 
to maintain our fair historical share. And the law doesn’t say every 

2 years out of 3 or on a 3-year average basis. Involved here is holding 
foreign plantings down. 

Mr. McLarn. I don’t believe I said “this year.” I don’t think you 
can find that in the record. 

Mr. Wuirren. Do you take it to be your right to carry out the law 
2 years out of 3 or thi at to export 2 years out of 3—meets the meaning 
of “maintain” in the law ? 

Mr. McLarn. I maintain, I think our General Counsel will support 
the maintenance of this, that for the 3-year period we have complied 
with the law because we have moved this much cotton. In the fourth 
year if we are not doing that we will take the steps necessary under 
the statute to carry it out. That is our intent and that is what we are 
going to do. 


COTTON PURCHASERS AND QUANTITIES ON HAND 







Mr. Wurrren. Mr. McLain, you told me you would stay competi- 
tive, and you haven’t done it this year and I am frank to say so for 
the record. I would like to have you put in the record the names 
of these international cotton firms and how much cotton they have 
purchased from CCC, that they now have on hand, and has not yet 
been exported. Can you supply that for the record? Of course they 
bought with the knowledge of the law requiring you to stay competi- 
tive. We cannot afford to make the American farmer carry a further 
load, though we have no desire to hurt anyone. 

Mr. McLarn. I will be glad to supply it. 

(The information is as follows: ) 

The 15 cotton firms which have purchased the most cotton from CCC under 
the current cotton sales for export program are listed below. The table also 
shows the number of bales purchased, the number of bales on which CCC has 


received proof of export, and the number of bales on which proof of export has 
not been received. 








| Net bales Proof of Proof of 
Firm name purchased export export not 


received | received 













Allenberg Cotton Co., Inc.....--- a Dlr pias Ee 40, 959 | 22, 451 | 18, 508 
Anderson, Clayton & Co... -_..-- Selina cee 338, 565 | 130, 322 208, 243 
DION BA NOG oe ee Ree 128, 640 | 73, 915 | 54, 725 
Cotton Import & Export (WB) Sc teed eee eae eee ot 31, 780 | 9, 983 21, 797 
mnie IE (an ek cmmbeeaenGieaue 18, 112 21, 991 
Wi D. OCS). ose Ss pdiiduabhwakoanacedie 19, 807 13, 743 
I A i s 87, 338 29, 898 
A Te Sobuwunhaechbbaubionsncie 32, 630 11, O81 21, 549 
Hohenberg Bros. Co___-..--- ee a ee ta 111, 647 | 7, 340 34, 307 
H. Kempner Cotton Co___- oe as 79, 395 | 24,129 
E. M. Kilgore ae . Se rudd aastisol hou kn binleceteas Es 39, 886 | | 19, 204 
Geo. H. McFadden & Bro., Inc ie ia lth Salhi aeignpllictpricaalees picid - 142,781 | 49, 033 
SOE NIRS ee eh ociscncnclcccos 53, 375 3 | 23, 192 
BRIN UNIS UNNI oo ae sh ge ace 37, 409 | 20, 649 
SE UII OR NOD icine bvhiveinennldininia 


§, 82C 
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Under the program exporters are permitted 30 days after date of export in 
which to submit proof of export. The average time between export and receipt 
of proof in the New Orleans office is about 20 days. Therefore, the actual ex- 
ports at this time are somewhat larger than shown in column 2 of the table. 


POLICY ON PAYMENT-IN-KIND SUBSIDY PROGRAM 


Mr. Wurirren. Now, those firms bought with the knowledge of 
the law and have been cont: wcting you and Mr. Berger, urging you 
not to change this subsidy and to hold CCC’s umbrella over them 
because they “hold that ¢ otton, all to the detriment of the farmer. Now, 
isn’t that correct? They have so contacted you, have they not? 

Mr. McLatn. They have contacted us on both sides 

Mr. Wurrren. Let me ask the question. 

Mr. McLain. They have contacted me. 

Mr. Wuirren. That is right, and they have pointed out that they 
had this cotton and they urged you not to change the subsidy, but to 
continue this situation that I described. 

Now, do you know that many of those same firms are busy, while 
you are holding this umbrella, selling cotton throughout the world, 
and they are delivering Mexican, South and Central and other Amer- 
ican-typecottons? Youareaw are of that, are you not ¢ 

Mr. McLarn. Yes, we are aware of that, that they deal in interna- 
tional cotton. 

Secretary Benson. It hasn’t only been those groups. 

Mr. Wuirren. Those are the groups whose interests your present 
policies are protecting. 

Mr. McLarn. Let me tell you this: The producer groups—I think 
the same delegation came to see you within the last week and were 
in my oflice—urged the Secretary not to change this subsidy for the 
rest of the year, so don’t tie this to— 

Mr, Wuirren. This was after you got in this predicament. They 
didn’t urge you to do that last fall. ‘When you got this payment in 
kind, when you first got it they urged you and expected you to follow 
the law and follow the directives of C ongress to stay competitive. 

Now, I will agree that after you have gone this far and haven’t 
gotten ‘competitive to this point that they have wanted you to post- 
pone it. But that 1 is when that action has taken place. 

Secretary Benson. May I say this, Mr. Chairman: Of course, Mr. 
McLain has an much closer, and some of my other associates, to the 
day-to-day operation of this cotton program ‘than I have, but I have 
been contacted many times in the last 3 years since this program was 
started by various representatives of the cotton industry, including 
growers and officials of growers’ cooperatives, urging that when we 
set the price for a mi keting year we continue that price through- 
out the year and not change it. 

That has happened this y sar; it happened last year; it happened the 
year before last. 

Mr. Wuirren. Mr. Secretary, I agree that some in the trade want 
an umbrella on a 1 year at a time basis. Is there any way to stay 
competitive if you are going to have a fixed price for a whole year! 

Secretary Benson. I think, Mr. Chairman, from our experience this 
year we would be justified, and I hope we can get the industry to agree 
to it, to at least announce that we intend to be competitive year after 
year and if it is necessary to change that minimum, we will do that. 

Mr. Wuirren. Mr. Secretary, I had promises by Mr. McLain that 
he would do it. 
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I would like for you to state for the record: Can this committee, as 
representatives of the Congress, count on you as Secretary of Agricul- 
ture to change the subsidy if payment in kind is used? Or if the pay- 
ment-in-kind program does not serve to reestablish and maintain 
annually the historically fair share of the world market for the Amer- 
ican cotton producer, can this committee count on you either changing 
the subsidy or using the basic authority for competitive sales to regain 
and maintain our fair historical share each and every year? 

Secretary Benson. Mr. Chairman, I don’t know that I would want 
to answer that categorically until I had a chance to study it a little. 
The question of judgment must be used in this thing, Mr. Chairman; 
you know that. 

Mr. Wuirren. Mr. Secretary 

Secretary Benson. No one can say first of all what the world price 
is every day and no one can say whether this minimum, a lower mini- 
mum or a higher minimum is going to get what is our share and nobody 
knows definitely what our share is. So there are a lot of imponder- 
ables in the situation. 

Mr. Wuirren. Mr. Secretary, I repeat, I want to know what we 
can count on, and I am asking it for the record. The law says that 
such quantities of cotton shall be sold as will reestablish and maintain 
the fair historical share of the world market for United States cotton, 
said volume to be determined by the Secretary of Agriculture. 

Now, you agree that is the law ? 

Secretary Benson. I agree that is the law and I agree 

Mr. Wuirten. Now, do you agree to change the subsidy rate or use 
the basic authority to the point of carrying out that law consistently ? 
Can we count on that or not ? 

Secretary Benson. You can count on this, Mr. Chairman, I am sure, 
that we will do whatever is necessary in order to comply with the law. 

Mr. Wuitrren. All right. 

Will that include changing the payment-in-kind subsidy if that is 
the program you use? And if that doesn’t w ork, will you use your 
basic authority to sell competitively, if it takes it to carry out that law 
as I have read it? 

Secretary Benson. The matter of changing the payment-in-kind 
rate, I would want to check with my technicians on. I don’t want 
to get in a position where 

Mr. Wuirren. You are leaving it where my recommendation to the 
committee would be to prohibit the payment in kind, if we can’t count 
on your using it to treat cotton farmers as fairly as you do wheat. If 
you don’t do that, I would oppose any such authority. 

Secretary Benson. Mr. Chairman, I think my record will show 
that I have not discriminated against any commodity group or fa- 
vored any commodity group and I would certainly want to be just 
as fair to the cotton farmer as any other farmer. 

Mr. Wnurrten. Mr. Secretary, in 1955 the record showed that you 
were offering all commodities in world trade competively of the 
amount that you had in CCC from your stocks and you flatly refused 
to offer cotton competitively because of the influence and recom- 
mendations of these international cotton traders. That is a matter 
of record. I would like for the reference to that to be placed in the 
record here. 
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(The pages referred to above are as follows :) 


Pages 44-46 of hearings on Commodity Credit Corporation held on January 11, 
1955. 
Revision oF Pariry INDEXES 


Mr. Wurrtren. Now, you have just changed parity. ; 

Secretary Benson. I have not changed parity, Mr. Chairman. 

Mr. Wuirren. Under this new policy released by the Department, 
the support level will go down about 314 percent, and one commodity 
to feel the full impact of that is cotton, which will lose about $60 
million because of that change. 

Corn is protected. Wheat is protected to about 2 cents a bushel. 
Rice is above the support level. But cotton is the one where the pro- 
ducer will lose about $60 million next year. 

Are you aware of that? 

Secretary Benson. Mr. Chairman, I am aware of this. I have 
followed the policy now for 6 years with our technicians in the De- 
partment that they should make whatever calculations are necessary 
in order to make these parity indexes fair and comply with the law, 
and as accurately as humanly possible to make them. Actually, they 
are weak measuring rods and become more difficult as mechanization 
in agriculture continues. 

The revisions that have just been made in price indexes are simply 
a matter of good statistical practice, and I didn’t know what the out- 
come was going to be. If it had meant raising the support levels on 
any commodity, I would have stood back of my technicians, Mr. Wells 
and his group, and I don’t even know right now what the effect has 
been on the individual commodities. All I have indicated was that 
they should do the thing that is right and that is good, sound statistical 
practice. 

Mr. Wurrten. Mr. Secretary, you answer then that you are un- 
aware that cotton, as it stands now, is the only one that will take about 
a $60 million loss this year as a result of your action. 

You just said you wouldn’t treat cotton any worse than you would 
the rest. 

Are you aware that that will have that effect on cotton ? 

Mr. McLarn. No, because I am not sure it is quite accurate. The 
effect of this on the feed grains and oil seeds where it has not been 
announced is just as great as it ison cotton. With wheat, announce- 
ment was made, and with corn 

Mr. Wuirtten. Mr. Wells said it would cost about $60 million and 
Mr. Wells is in charge of this? 

Secretary Benson. Mr. Chairman, if that is true, then the index for 
the last 2 years has been off probably in favor of cotton so cotton has 
been getting more than it is entitled to. You might interpret it that 
way. ‘The last time these indexes were reviewed carefully was in 1950. 

Mr. Warten. I wouldn’t take the view that our cotton farmers are 
getting too much. 

Secretary Benson. I wouldn’t take that view. 

We are trying to keep this accurate and our technicians have full 
authority to review these periodically and to announce the results re- 
gardless of whether it takes the parity up or down. 

I think that is the only way you can possibly do and make these 
indexes useful. 
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WAGE INCREASES IN TEXTILE INDUSTRY 





Mr. Wuirren. Mr. Secretary, I would point out what you are doing, 
and I can’t help but point it out for the record. You and I have had 
strong basic differences as to what was sound for agriculture. Every 
time you have listened to the trade it has resulted in paying more and 
more out to the trade. And you have—unconsciously perhaps—c ome 
to where you reduce the price ‘of raw materials to offset their profits or 
inerease in costs. I think the record will show that. Let us see where 
the $60 million your order takes from the cotton farmer will go. 

Let me read to you today from the Wall Street Journal, page 4. 
It is titled “Textile Pay Increases Spread in South, Now Affect 
49,000; Cloth Trading Slows.” This is merely one place where the 
farmer’s share of the consumer’s dollar goes each time his prices are 
reduced. 

Textile wage increases began to spread through the South and around 49,000 
workers now are involved. 

But the pattern is still not entirely clear, as many of the mills announcing 
intentions to raise pay in mid-February declined to specify by what amount. 
Most estimates are that the increase will range generally around 10 cents an 
hour, at mills whose wages now reportedly average about $1.40 an hour. 

Some of the industry’s biggest producers, however, like Lowenstein & Sons, 
Inc., still have said nothing about wages, while Dan River Mills, Inc., another 
giant, says it won’t consider a raise until there is clearcut evidence of a wide- 
spread wage movement. Indications are that these companies will wait at least 
a few days, though most textile men expect the entire Southern industry—and 
probably the Northern industry as well—to follow eventually. 

The confusion caused cotton cloth trading in the big New York market to 
grind to nearly a halt. Some mills began asking prices for second-quarter 
deliveries about 14%4-cent to %-cent per yard higher than those they are getting 
for immediate delivery. But many still had their fabric lines withdrawn from 
sale until they can recalculate costs. Many buyers were on the sidelines, too, 
awaiting further developments. Most textile merchants thought the picture 
wouldn't clarify until late in the week. 





FIRST PAY BOOST SINCE 1956 


The textile industry’s first wage boost since October 1956 was begun late 
last week by Cannon Millis Co., Kannapolis, N.C. The company told its 16,500 
employees their pay will go up February 15. By late yesterday, Springs Cotton 
Mills, with 12,000 employees, and West Point Manufacturing Co., with 11,500 
workers, also had announced they will boost wages about the same time, though 
they wouldn’t give the amount. 

Several mills of the big group that sell their goods through Deering, Milliken 
& Co., also joined the move, including Judson Mills, Pacolet Manufacuring Co., 
and Drayton Mills, and reportedly also Monarch Mills, all of South Carolina. 
Other mills in the northwest corner of that State, the biggest textile manufac- 
turing center, raising wages are Arkwright Mills Corp. and Spartan Mills, Ine.; 
textile directories indicate these plants have a combined total of around 9,000 
employees. 

On the other hand, J. Spencer Love, chairman and president of Burlington 
Industries, Inc., biggest of all U.S. textile concerns, branded the wage raise 
as premature and precipitate because of continued low operating margins and 
obvious uncertainty with regard to the extent of the recovery trend in the 
industry. 

Mr. Love, however, did not close the door on wage increases. Indeed, he said 
that “We are on record as in sympathy with the desirability of higher wages,” 
though he noted Burlington suggested they be increased by raising the Federal 
minimum wage to $1.25 an hour from the present $1. “When, as, and if it can 
be determined that a majority of competitors in any particular field are making 
adjustments * * * we will take appropriate action in those particular fields,” 
he concluded. 

Though most of these mills are nonunion, textile executives had been expecting 
a 1959 wage increase for a long time. Most had been looking for it in the second 
quarter, though, and Cannon’s move apparently caught the industry almost com- 
pletely by surprise. As a result, a number of big producers in the South were 
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trying to find what their competitors are doing, leaving their own plans in the 
air temporarily. 

An official of one big mill, for instance, who publicly has no comment, privately 
explains, “You can't just jump into this right away. You have to figure out 
whether you want to raise the plant minimum and make adjustments for higher 
categories, or put through a straight cents-per-hour raise, or a straight percentage 
boost, and it takes time to figure.” Adds another, who also has no comment for 
the record : “What everybody is waiting for, of course, is for a pattern to emerge, 
and that will only happen as the mills one by one announce their own schedules.” 

Cannon itself has declined comment on wages, but is known to have told 
employees the plantwide minimum will go up to $1.25 an hour. That would be 
a boost of 13 to 17 cents an hour, depending on which of the numerous estimates 
of Cannon’s present minimum is accepted. 

Cannon mill hands in higher wage categories reportedly will get a 10-cents-an- 
hour raise, though the company hasn’t confirmed this either. 

N. P. Stevens & Co., which ranks right after Burlington in size among textile 
firms, said it feels that further study of the situation is essential at the present 
time before any final conclusions can be reached. It added that a wage boost 
would open American markets still further to low-wage foreign competition and 
said textile earnings are not sufficient for adequate research and plant develop- 
ment. Nevertheless, it said, ‘We intend to continue to see that our workers receive 
wages among the highest textile w ages in whatever the area of operation may be.” 


PRICES EDGE UP 


In the fabric market, some mills reportedly are asking a price of 1844 cents 
a yard for the bellwether 80-square print cloth used in inexpensive dresses, on 
second-quarter deliveries. That compares with 1814 cents this fabric has been 
fetching for the last 2 months on immediate shipments. But buyers are display- 
ing no interest in ordering until the picture clears for them, too. 

“We've withdrawn from the market, and so have the buyers,” says one New 
York mill sales executive. Another adds: “All that this increase has done so far 
is stop our business dead.” 

A complicating factor in cloth pricing is the probability that raw cotton costs 
will drop on the crop that starts moving to market in late summer. Mill men 
had been estimating cotton would go down 8 to 4 cents a pound, but Agriculture 
Secretary Benson, Friday, set price-support levels for the crop even lower than 
had been expected, raising ‘the possibility of a still greater decline. 

The Textile Workers Union recently calculated that a 3-cent drop in raw cotton 
prices would knock 20 percent off the raw material cost of print cloth. Thus, it 
figured, wages could be raised 28 cents an hour, or 20 percent without increasing 
total manufacturing costs. On the other hand, of course, some mills will begin 
paying higher wages in another 2 weeks, while they probably won’t be able to 
buy lower cost cotton until August or later. 

Union President William Pollock said the wage increase “obviously is the 
product of the 2 million leaflet campaign Which our union has been conducting 
at some 400 mills in the South since last December.” 


I would just like the record to show where this money is going; 
with this price to the farmer being reduced, it is already being ab- 
sorbed by the group between the farmer and the consumer. 


Ponticy Recarpinc Revision or Partry INDEXES 


Secretary Benson. Mr. Chairman, surely you wanted to make these 
indexes as accurate as possible in order that they might be useful, and 
you don’t want us to be influenced by pressure from this group or any 
other group to change them. 

Mr. Wurrren. I don’ t, Mr. Secretary, but I suspect someone else 
has been. 

Secretary Benson. Our technicians are operating free from pres- 
sures from the outside as far as I am concerned. I have had pres- 
sure on me several times not - announce the index, the parity index 
at a certain time because it was just before an election or just after 
some important decision was ‘. be made. 








I have religiously followed the policy that they should not be 
interfered with in their work in any respect and the record will so 
show. 

Mr. Wurrten. Mr. Secretary, you have a long record of reducing 
price supports and of desiring to change parity so as to further reduce 
them. That has been your belief; it has been your policy, and it 
is a matter of known record. 

Now, you promoted Mr. Wells up to a policymaking level, put him 
on the Board of Directors of CCC, put him in as head of one of the 
biggest sections of the Department, and got him up there where he 
listened to your views and your policies and your beliefs that we must 
reduce the support levels of farm commodities, and agreed to let him 
keep his civil-service status, I am just a little afraid that he may have 
surrendered some of his objectivity as the top statistician. 

I don’t believe the two places are such that a man can hold the 
two and be fully objective. Certainly it leads to that belief. 

We asked Mr. Wells to come up tomorrow. We are going into this 
in detail. I read the law and have seen the list of things that he 
includes. When he tells me that the things the farmers buy today 
are cheaper relatively as compared with the prices he receives, though 
he admits the farm situation is bad and is getting worse, than the 
comparison back in the base period, I don’t follow it. 

When he adds prices of used cars in the new figures he has de- 
veloped, and he reviews other factors, I am not struck with the 
soundness of his conclusion. But I think this committee and the 
Congress has made a mistake in letting you promote a man who is 
supposed to be objective and under civil service up to a policymaking 
level and still hold the other position. I think that was unsound 
and I regret having gone along with it myself. 

Secretary Benson. Mr. Wells was down here long before I ever 
came to Washington, even the first time, back in 1939, and I had 
been under some pressure to move him out because he had been in 
there with previous administrations. 

I have confidence in him and always have had as a statistician 
and as an administrator and I resisted any pressure to move him 
out. I think he is a man of integrity and competency and I don’t 
think he has been influenced against his good statistical judgment 
by me or anyone else, and I don’t think he can be. 

Mr. Wuirtten. I wouldn’t like to make that as a charge. We do 
expect to get the records. But I will say, as Caesar’s wife, a man who 
is supposed to be objective in statistical work, he doesn’t protect him- 
self from appearances when he accepts a policymaking job on the 
Commodity Credit Corporation, which makes him subject to your 
known views on these issues. I would say it couldn’t make him very 
comfortable in the other position, to say the least. 

Secretary Benson. Mr. Chairman, my views are pretty well known 
by every member of the Department and a lot of people outside. We 
brought Mr. Wells on the Board because of his rich background 
and experience and his knowledge of the farm programs of the past; 
his knowledge of the statistics because we felt he would be a valuable 
asset to that Board. 


Mr. Wuirren. He has been, to the implementation of your be- 
liefs. 
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Secretary Benson. And I brought him in in the face of some 
criticism from some of the members of my own party. 

Mr. Wuirren. Your judgment has been sound because his stand- 
ings have implemented your beliefs. 

Secretary Benson. Only to the extent they have been sound. I 
think he has made no decision that is not absolutely accurate and 
factual based on sound statistical decisions. 

Mr. Wuirren. With your beliefs, I can readily understand that. 
With my beliefs, you can readily understand that I do not so agree. 

Secretary Benson. Of course, I could point out several times when 
he has made statistics H findings that have made it more difficult for 
me to carry out my views. A good many of them, Mr. Chairman. 

Mr. Wurrren. These things that made you unhappy, was that be- 
fore you agreed not to put him in class A, where he would be subject 
te sla al give and take ? 

Secretary Benson. Mr. Chairman, it had no bearing on that. 

Mr. Wurrren. You don’t recall whether it was before or after? 

Secretary Benson. No. 

Mr. Wuirren. Now I would like to get into a few other matters. 
We have an investigation report here and Mr. McLain was involved in 
this, too. 

CCC Corron Exporr Sates Program 


AUTHORITY AND LEGAL REQUIREMENTS FOR PROGRAM 


Mr. McLarty. Mr. Whitten, may we back up and could I ask you a 
question, because we are getting ready shortly to make an announce- 
ment on our pricing after August 1. I want to be sure that I un- 
derstand what you want done in this area. Is it your feeling that 
both programs for the export of cotton must be continued or is it 
your feeling that if the payment-in-kind program is operated so that 
it gets our share of the world market, that will comply with your re- 
quest? I just want the record to show 

Mr. Wuirren. I will let the record show it, but Mr. McLain, this 
is where I am disappointed in you and the Secretary too. 

[ have been disappointed before and I know you have been disap- 
pointed in me. It doesn’t change our relationships. 

Mr. McLarn. I think after another year 

Mr. Wurrren. Here is what I want to say: Mr. Anderson-Clay- 
ton, himself, Mr. Senator so-and-so, Mr. Congressman so-and-so, the 
chairman of this subcommittee, nor anybody “else, does not have the 
authority nor the right to approve your ignoring the law, which I 
think you are doing. There | is nobody who can relieve you as a Di- 

rector of the Commodity Credit Corporation of your obligation. 

Mr. McLain. We are not asking 

Mr. Wuitren. Waita minute. — 

You are required to use the authority to sell competitively to 
carry out that law. I can’t relieve you of it. The obligation is there. 

Secretary Benson. We are not asking that. 

Mr. Wuirren. The obligation is there. All right. Now, I would 
agree that this compulsory law, as I interpret it, says—and let me 
read it. Section 203 of the Eastland act reads: 

In furtherance of the current policy of the Commodity Credit Corporation of 


offering surplus commodities for sale for export at competitive prices, the Com- 
modity Credit Corporation is directed to use its existing powers and authority. 
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That includes competitive sales. It also states: 


Immediately upon the enactment of this act, to encourage the export of cotton 
by offering to make cotton available at prices not in excess of the level of prices 
at which cottons of comparable qualities are being offered in substantial quantity 
by other exporting countries. Such quantities of cotton shall be sold as will 
reestablish and maintain the fair historical share of the world market of U.S. 
cotton. 

I think that law is quite plain—speaking as chairman of the com- 
mittee—that you should—right now, this year—sell from CCC stocks 
if necessary on a competitive bid basis, to reestablish and maintain our 
fair share. I am telling you what I be lieve. 

Now, I would say my interpretation of that law is that, if the fair 
share is reestablished and maintained through payment in kind, or 
through aries sales, then this law is not compulsory on you to sell 
CCC stocks. It says ‘that the purpose of requiring you to do it is to 
“reestablish and maintain.’ 

If it is already maintained and reestablished by private trade, by 
payment in kind, you don’t have to use competitive sales. But Mr. 
Anderson-Clayton himself couldn’t waive your responsibility as Di- 
rector of this Corporation. And the author of this law that I am 
talking about has no authority to waive it, nor do I think he would 
want to. I have no authority to waive it. So it is not a case of what 
I request. I just ask you to obey the law. 

Mr. McLain. Well, we are going to obey the law and we think 
we have ample authority because 

Mr. Wuirren. I can’t agree, and I am going to have to make the 
record clear that you are not, as far as I am concerned. Because we 

can’t agree that you can sell 1 million bales this year and 10 next year. 
What would happen if you didn’t sell any for 5 years and sold five 
times as muc h in 1 year? You can’t construe a law that requires you 
to “maintain” that way and you and the Secretary both know it. 

Mr. McLarty. Of course, we are not trying to construe it that way. 
I really would like 

Mr. Wuirren. You are saying, if we forgive you this year you will 
obey the law next vear. 

Mr. McLarn. We are not asking to be forgiven this year. We say 
at the end of this year we have complied with the law and we are 
going to plan on continuing to comply with the law. 

My question was when we announce this program which we want 
to do this week, are you going to insist, even though the law doesn’t 
require it we don’t think, that we continue to offer our stocks in the 
new programs at world prices in addition to running a subsidy pro- 
gram on payment in kind. That is my question, because we have to 
have the answer. 

If you are going to insist on it 

Mr. Wurrren. We insisted last year and you agreed to do it and 
you haven’t done it so I don’t know of any agreement we have or 
anything we might write that would count with you because we wrote 
into the report ‘last year that anything you put in you must keep 
competitive sales alive. You promised to and you haven’t. 

Mr. McLarn. I think after you sleep overnight you will really 


rely a little more on what is said. We are just real anxious to 
know 
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Mr. Wurrren. I will tell you what I tried to say a while ago. 
You have the authority to sell competitively. You used it, finally. 
It worked. Y ou want to substitute something else. That law said 
that, if your “something else” works to maintain and reestablish it, 
I don’t believe it requires you to sell CCC stocks competitively. 

But I don’t believe that you have any right to tell anybody that 
you are not going to sell competitively —because you must do it, if 
it takes it to “reestablish and maintain.” We are going to be dealing 
regularly with you, we are going to be writing reports, the Congress 
may or may not support me, and the committee may not support me, 
but I say for myself: Can this committee, as an arm of the Congress, 
depend upon you, Mr. Secretary, to change the payment-in-kind 
subsidy, if it takes it, or if changing it won’t work, to use your 
authority to sell competitively—“to reestablish and maintain the 
fair historical share of the world market ‘as determined by you’” 
in each year hereafter. Can we count on that? Your answer is very, 
very important. 

Secretary Benson. Mr. Chairman, I think that you can absolutely 
count on me to do everything I can to carry out the law fully and if 

that means changing the subsidy in kind or offering cotton at com- 


petitive bids, we will do that. 
I would like to ask Mr. Farrington to comment on the legality of this 


as he has interpreted it. 

Mr. Wuirren. I don’t think you are trying to hedge, but you said 
“to carry out the law.” I would rather use ‘the words of the law— 
such quantities of cotton “shall be sold” as will reestablish and maintain the 
fair historical share of the world market for U.S. cotton, said volume to be 
determined by the Secretary. 

Secretary Benson. Yes. 

Mr. Wuirren. Now, I repeat my question: If to carry out that 
law, if it takes a change in the subsidy rate, periodically, monthly, 
would you make those changes ? 

Secretary Benson. Yes. 

Mr. Wurrren. Allright. To “reestablish and maintain,” if by any 
reason changing payment in kind didn’t work, would you then use 
your general : author ity of competitive sales ? 

You see, I put one first, giving you that right; but would you fall 
back and do the other ? 

Secretary Benson. Yes, if it is necessary to carry out the law, Mr. 
Chairman. 

Mr. Wurrten. “If it is necessary to reestablish and maintain.” 

Secretary Benson. Well, that is the law. 

Mr. Wuirren. Yes. 

Now, we would be glad to hear from Mr. Farrington. 

Mr. Farrineton. Well, I just wanted to make the point, Mr. Chair- 
man, that the word “annually” doesn’t appear anywhere in this section 
that we have been referring to and if the Secretary finds on the basis 
of the sale of some 15 million bales of cotton in 3 years that he has 
reestablished and maintained the fair historical share of our market 
of cotton, I think the statute has been complied with. 
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Mr. Waurrren. Mr. Farrington, you have the faculty for making 


about the most elastic interpretation of the law that I ever saw. How 
is cotton sold ? 


Mr. Farrincton. How is cotton sold? 

Mr. Wuitren. What is the marketing year? 

Mr. Farrrneton. The marketing year runs from about August to 
August. 

Mr. Wuirren. How long has it run that way? 

Mr. Farrineron. I don’t know. 

Mr. Wuirren. Many years, as far as you would guess ? 

Mr. Farrrncron. I would think it has, yes. 

Mr. Wurrren. And do you think Senator Ki istland, who is a mem- 
ber of the Agriculture Committee of the Senate and who is a big 
farmer himself, would write an act like that without any knowledge 
that cotton sales were on a marketing year basis ? 

Mr. Farrrncron. No, I—— 

Mr. Wuirren. Do you think that statute was written in complete 
ignorance that cotton is an annual crop. And don’t you know you are 
try ing to pull something here with this elastic interpretation ? 

‘You know that was written with full knowledge that cotton was 
sold on an annual year basis? 

Mr. Farrineton. Certainly I know that. 

Mr. Wuitren. Would you accept Senator Eastland, the author’s 
statement of what his intention was? 

Mr. Farrrnrton. I certainly would, but I am pointing out the 
statute does not say annually. 

Mr. Wuirren. It does not say annually, but it certainly doesn’t 
mean you can do this 2 years out of 3, or 1 year out of 50, or that you 
‘an do nothing for 49 years and sell it all in 1 year. 

When you say “reestablish and maintain,” you know you have to be 
consistent, don’t you, Mr. F: arrington ? 

Mr. Farrineron. Certainly you’ve got—— 

Mr. Wutrren. Don’t you know that contemplates being consistent ? 

Mr. Farrincton. Of course, we have to be consistent, Mr. Chairman, 
and the Department has, and the Department intends to be, but—— 

Mr. Wuirtten. Now, Mr. Farrington, in 1956-57, as the Secretary 
has testified, you regained our share of the world markets, and in 
1957-58 you regained ¢ our share of the world markets. 

Now, when in 1958-59 you don’t, would you sit there and claim 
you had “maintained” our market ? 

Now, Mr. Farrington, your actions are getting serious with me. 

Mr. Farrrneton. It is serious with me, too. 

Mr. Wuitren. You would say you’d maintained it when you hold 
American cotton off and have them buy American-type cotton? You 
would sit there and say that? 

Mr. Farrineton. My point is, Mr. Chairman—— 

Mr. Wurrren. Could I renew my question ? 

Mr. Farrineton. Yes. 

Mr. Wnuitten. Would you claim that you had maintained it? 

Mr. Farrtncron. Well, I don’t think you’ve got to keep the price 
of cotton under that statute competitive on a day- to-day basis, and I 
don’t think you can. 


Mr. Wuirtren. Now, when you get through, I would like to renew 
my question. 
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Mr. Farrineton. All right. 

Mr. Wurrren. When you made it available 2 years and not the 
third, would you claim that you have maintained it / 

Mr. Farrineron. It is entirely possible under the facts; yes, sir. 

Mr. Wurrren. You would claim that you have maintained it? 

Mr. Farrineton. Well, I think you have to average this out, Mr. 
Chairman. 

Mr. Wurirren. You have to get out of your predicament, but the 
law says “to restablish and maintain.” 

Mr. Farrineron. Yes; but it doesn’t say you have to sell so many 
bales every year. That is my point. ; 

Mr. WuiTteNn. Now, you tell me how would you maintain it if you 
don’t ? 

Mr. Farrineron. Well, I 

Mr. Wuirren. Tell me how you can maintain your customers, how 
you can maintain world markets if you are not consistent. 

Mr. Farrineron. But you are consistent. If you happen to be 
behind for a few months, that doesn’t mean you are not going to be 
consistent at all on the long-run average. 

Mr. Wuirren. What is your interpretation of “maintain” ? 

Mr. Farrineron. Maintain means to keep it, sir, if you can. 

Mr. Wuirren. I think that answer speaks for itself, Mr. Farring- 
ton. I don’t envy your position, trying to bail the Department out 
ofthisone. I certainly don’t. 

Secretary Benson. We haven’t asked him to bail us out at all, Mr. 
Chairman. 

Mr. Wurirren. Well, he doesn’t have to be told; he is Solicitor for 
the Department and on the Board of Commodity Credit Corporation. 
He doesn’t have to be told. 

Secretary Benson. He knows we don’t ask him to bail us out. We 
may make mistakes in judgment as we probably have done this year. 
Maybe we made one in 1956 and 1957, when we got too high. 

We don’t ask anyone to bail us out when we make a mistake in 
judgment. We do the best we can to carry out the law and that is 
what we intend to do. 

Mr. Farrineroon. Suppose we sell 6 or 7 million bales next year; 
isn’t it fair to average it ? 

Mr. Wuirren. Not if your law says “maintain.” Mr. Farrington, 
if we followed your reasoning, we could keep American cotton oif for 
2 years, then sell for 3 years, then we could keep it off for 2 years and 
sell for 3 years, and average it out. And you know that is not in line 
with the intent of the law. 

Now, the Secretary has just freed you from any pressure. You 
know that is not in line with the intent of that act, don’t you? 

Mr. Farrineton. No, I don’t want to agree to that. I say that 
somewhere in between the problem of trying to keep competitive from 
day to day and getting competitive later on, that it is appropriate 
for the Secretary to average this out in making a determination on a 
reasonable basis which the statute requires him to make. 

I point out the statute does not say he shall do it annually. 

Wr. Wurrren. I would point out to you that it goes further than 
annually. It says the Secretary must maintain it. It doesn’t even 
give him the right to do it annually. It just says “maintain” it. 












28 


If the marketing season is August 1 to August 1, I think any rea- 
sonable interpretation—and you do, too—would contemplate that he 
would be competitive each year. 

Mr. Farrrneton. Of course, the law doesn’t require the —— 
Mr. Chairman, and as you inow there is no place you can call up and 




















get the world market for cotton. ha 
Mr. Wurrren. But you can judge it by what you are selling. What th 
the law says is ‘Cotton shall be sold.” I 
Mr. Farrincron. Well, Mr. McLain and the Secretary have ad- ch 
mitted that at the present time cotton is too high, and they plan to th 
change the basis. 
Mr. Wuirren. But wait until next year au 
Mr. Farrincron. Well, I don’t know when it is, but I think there 
is a reasonable basis for finding that they have complied with the th 
statute. 
Mr. Wurrren. I wish you would explain that. tl 
Secretary Benson. I think— Well, excuse me, Mr. Chairman. y 
Mr. Farrineron. I have just tried to, sir. ¥ 
Mr. Wir ren. Are you saying in future years you can keep cotton 
off one yea md put it on the next? I want to know if that is your t 
idea. If it is, we want to find it out now. 
Secretary Benson. Mr. Chairman, I think we have in good faith 
tried to carry out the law. We have had an experience this year but I 
we didn’t have in the 2 previous years. I think we will be guided by 
that experience, and I think that will probably dictate to us the wis- 


dom of, in our new announcement, indicating that we plan to review 
this right through the year, and if it is necessary to make modifications 
in the ] payment in kind, or to offer some competitiv ely—whatever is 
necessary, in order to be assured that we are going to get our fair 
share of the world market. 

If that is what it takes, that is what we will do. I can’t say any 
more than that. 

Mr. Wuirren. Yes, you can, Mr. Secretary, if you are willing to. 
This law, when it says “reestablish,” it means get back in. With all 
due deference to Mr. Farrington, who seems to be in Mr. Wells’ fix, 
with the problem facing you ‘of not being in the market this year, but 
when it says “reestablish,” it means get b: wk, and “maintain,” I think 
would mean consistency 

We took Mr. McLain’s word speaking for you, before, and he has 
gcne back on it completely, and I say so for the recor d. Now, I want 
your word: notwithstanding the fact that Mr. Farrington is trying to 
take that way out, which is “his privilege, can we count on your main- 
taining it on a consistent basis year after year—which is what we owe 
our customers and what I think the law requires. 

I have been met by the people in Europe and I have talked to 
your agricultural attachés. What they plead for is to let them know 
we will produce cotton and provide it consistently so they know year 
after year we will have cotton available competitively, 

Now, can this subcommittee as an arm of the C ongress count on 
you, notwithstanding Mr. Farrington’s “strained” interpretation. 
based on his high position with you rather than the law, count on 
your maintaining it competitively, using competitive sales if neces- 


sary? You can use PIK, first, if you like, changing that if it may 
be necessary. 
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Can we count on your maintaining our fair historical share, making 
such changes as may be necessary, on a consistent year-to-year basis? 
That is my interpretation of the law. Can we count on that in the 
future, or not? 

Secretary Benson. Mr. Chairman, I think that Mr. Farrington 
has given a reasonable interpretation. On the other hand, I think 
there is clear authority to do what you have suggested, and I think 
I have caunaa the question earlier. We would make whatever 
changes are necessary in order to consistently get our fair share of 
the world market. 

Mr. Wuirren. Year after year. You don’t mean nothing 1 year 
and a whole lot the next year. < ou can see the effect of that. 

Secretary Benson. I think probably we will need to vary it within 
the year, possibly. 

Mr. Wurrren. But in order to maintain it, will you follow policies 
that lead to staying competitive and getting our fair share year after 
year, as against this deal that Mr. Farr ington is trying to offer—noth- 
ing 1 year and a whole lot in 2 years, which is disruptive ? 

Secret ary Benson. Yes, that will be our objective and we will try 
to follow—— 

Mr. Wuirren. Each and every year? 

Secretary Benson. Try to follow policies so we will be fully com- 
petitive each and every year. 

Obviously, Mr. Chairman, we still have to use judgment. We may 
hit it too high for a period, we may hit it too low for a period. I am 
sure you wouldn’t expect us ‘to juggle it around every day. 

Mr. Wurrren. Not for the purpose of juggling. But I don’t 
see how you can carry out your obligations under the law, with the 
policy you have this year of announcing it once and never getting 
competitive. 

Mr. Anpersen. On that point, it would seem to me that the Com- 
modity Credit would have to determine its position once a month if 
they are to live up to that word “maintain. 

I am in agreement with Mr. Whitten that large sales for 2 years 
and then practically nothing the third year does not meet with that 
word “maintain.” 

I would have to hold with him on that. 


DETERMINATION OF HISTORICAL SHARE 


Mr. Santancevo. Mr. Chairman, I want to follow you on this. 
Like Mr. Michel, we come from the city. 

Has the Secretary determined what our historical share would be? 
Is it on the yearly basis or is it on a 2-year basis, or is it on a 3-year 
basis ? 

And, once we find out what our fair share is, then we will find out 
whether your policies are maintaining and reestablishing that fair 
share. 

Secretary Benson. It is not an easy thing to determine statist 7 rally. 
There has to be judgment in it. We can t: ake a historical period and 
find out what was our share of the total moving in world trade. Our 
conclusion is somewhere in the neighborhood of 5 million bales, but 
that may change from year to year. 
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Mr. McLain. For wheat one year we had 550 million bushels. Last 
year it was 400 million bushels. 

It depends on the world supply, and how desperate people in 
Mexico are to sell, and so forth. These are things that have always 
gone on with all our commodities, but we are in complete accord that 
over a period of time we should get our share—and we are going to try 
to shorten the time up because we don’t disagree that we should try 
to stay competitive all thetime. We will try todo that. 

I think at the end of next year we can demonstrate that can be done 
with the subsidy-in-kind program. 












INFLUENCE 


Mr. Wuirren. I am glad to have those statements. The thing that 
gets me is that we have a known record where many of these interna- 
tional cotton firms urge the Department to hold cotton off the world 
market for years. You have followed their advice. 

Mr. McLain. I never followed their advice. 

Mr. Wuirren. We had an investigation and we showed that many 
of these same firms that were urging you to keep your cotton off world 
markets were busy producing cotton and selling ‘under that umbrell: a, 
producing it in Mexico and South and Central America. 

Now the record shows here at this stage that many of those same 
international cotton firms have bought some of this cotton that you 
have sold and haven't exported it. They are urging this Department 
not to be competitive this year to protect their own . American cotton. 
They are not trying too hard to sell their own cotton—they are holding 
their cotton off and, according to my own investigations, are busy 
delivering cotton from South and Central America. 

Now it is just as plain as can be that the same firms who talked 
you into not being competitive for years are urging you not to be 
competitive this year, because they have cotton they haven't exported 
and many have foreign interests. 

Mr. McLain, I would like for you to get from the six or eight big 
firms information as to how much Mexican- and American-type cotton 
they have delivered during this period that you haven’t been com- 
petitive, holding an umbrella over their international operations. 

I would like for you to include all the big operators. You will 
find, while you are holding American cotton off world markets because 
you won’t make it truly competitive, that the very firms who have 
advised you to do that are busy delivering cotton from our competitors 
in South and Central America. Now I am quoting the cotton trade 
in Europe with whom I have visited. 

Would you try tosupply that information ? 

Mr. McLain. Well, I don’t know—we will supply anything we can. 

[The Department advised that it does not have this information. ] 

Mr. Wuirten. I can get it, but I would just like for you to read it, 
because that is what you are letting yourself be a party to as I see it. 
Maybe unknowingly. 

Mr. McLatn.. 1 am well aware of what is going on. 

Mr. Wuirren. Do you know that to be true? 

Mr. McLatn. To the extent that you have indicated I am not sure, 
but I know we have traders who operate all over the world. 


OF INTERNATIONAL 





COTTON TRADERS 















N 
last 
nial 


lit 


Ay 


31 


Mr. Wurrren. From what they told me when I interviewed them 
last fall these folks in Europe are buying American-type cotton from 
many of these same firms who are urging you not to be competitive. 


CATALOGING OF COTTON 


Now I would like to pursue one other point: Our investigator’s 
report shows, Mr. McLain, that in times past, your Department has 
— to make cotton available because of delay in coming out with a 

atalog. 

Mr. Biggs, who heads the New Orleans office, advocated and we sup- 
plied him a whole lot of electrical equipment so he could get that 

catalog ready. I have asked Mr. Biggs to be here and, with the com- 
mittee’s permission and yours, I would like to ask him this question : 
Is that equipment at the New Orleans office ample as to meet your 
needs, Mr. Biggs? 

Mr. Brags. Yes. 

Mr. Wuitren. What is your official title? 

Mr. Breas. Director, CSS Commodity Office, New Orleans. 


COTTON SITUATION AND COTTON EXPORT PROGRAMS 


Secretary Benson. Before you get into that, could I ask that this 
little brief statement be made a part of the record. 

Mr. Wurrren. I will be pleased to have it in the record. 

Secretary Benson. Thank you very much. 

(The document referred to will be found on p. 32 


CATALOGING OF COTTON 


Mr. Wuirren. Has that equipment been effective and has it eased 
your job? 

Mr. Biaes. Yes. 

Mr. Wurrren. What effect has it had on the time needed to get this 
job done? 

Mr. Brees. We have just gotten the records transferred over but 
have not optimized the programs yet ; we expected to have about 1,100 
employees this year and up to this time we have only had slightly over 
900. 

Mr. Wuirrten. Isn’t ita fact, Mr. Biggs, that you can get this catalog 
up in a reasonably short period, at any time you are told to by the 
Department, from your own records ? 

Mr. Biacs. Insofar as preparing the catalog is concerned, we can do 
it in very short order. 

Mr. Wuirren. What time would you say that it would require? 
approximately? We are not holding you to hours. 

Mr. Biaes. About a week. 

Mr. Wurrren. And to prepare the catalog only, you can do that 
from records in your own office ? 

Mr. Biees. Yes, sir. 

Mr. Wurrren. Now if you did prepare that catalog, would that 
necessitate any delay in actual delivery of the cotton “thereafter in 
some instances? 
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Mr. Bices. Yes, sir; it would. In some instances it would probably 
take as long as 6 weeks. In other instances it would be less. Any- 
where, I would say, from 3 to 6 weeks. 

Mr. Wuirren. So the catalog could be made available on short 
order at any time it was desired by officials of the Department‘ 

Mr. Biaes. Yes, sir. 

Mr. Wurrren. Mr. Biggs, this is probably an unfair question, but 
in times past this catalog has been delayed for quite a long period of 
time. Has that been on orders of the Department ? 

Mr. Bices. No, sir; it was brought about by bringing all the notes 
in before we prepared the catalog. 

Mr. Wurrren. You haven’t been told at various times to drag your 
feet a little bit and not be in a hurry ? 

Mr. Bices. No, sir. 

Mr. Wurrren. Have you been led to believe that it might be co- 
operating with the powers that be, if you weren't in too big a rush? 

Mr. Biaes. No, sir; I don’t believe so. 

Mr. Wuirren. Will you state now as a fact that you could get this 
catalog up in a week from your own records at any time you are told 
to do so? 

Mr. Bices. Yes, sir. You see, the reason it takes so long—for in- 
stance, on the present loan year, the notes and collateral are now in 
19 different places. There are 3,700,000 individual notes covering 6 
million bales of cotton. It means we have to bring: 

Mr. McLain. It is 3 million. 

Mr. Biaes. 3,704,000 notes. That is on 6 million bales of cotton. 

We have to run a list of the cotton on this machine and send it out 
to the Federal Reserve banks and servicing agents where the cotton is 
held, and they check it and send the notes and receipts in from these 
19 agencies and then we have to check it and keep an account with each 
producer and set up the 6 million receipts in receipt number order 
before we can deliver them and it takes 3 to 6 weeks to do that. 

Mr. Wuirren. And all of that is tied into the immediate delivery ? 
Mr. Biecs. We can run the catalog in a week and immediately offer 
for sale with the understanding 
Mr. Wuirren. With a reservation about delivery ? 

Mr. Bices. That is right. 

Mr. Wuirren. Any further questions for Mr. Biggs? I just wanted 
the record to show what could be done. 

Thank you, Mr. Biggs. Unless somebody else has some questions. 
that will be all. We have been pleased to have you with us and I 
have had many folks compliment your handling of the tremendous 
workload that you have down at New Orleans. I was pleased a few 
years to see that you got an award of merit and I thought the record 
ought to show that, if they will take the wraps off, you can do the 
job. We all believe that in the Southern Region, Mr. Biggs. 

Mr. Brees. Thank you. 

(The Secretary’s statement is as follows :) 
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Tue Corron SITuATION AND CoTTroN Export PRoGRAMS 


The carryover of cotton at the beginning of this marketing year was 8.7 million 
bales. This compares with 11.3 million bales a year ago, and 14.5 million bales 
2 years ago. The estimate of production from the 1958 crop is almost 11.6 
million bales. Adding imports of 100,000 bales, we have a supply for the 1958-59 
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marketing year of approximately 20.4 million bales. This is a tremendous im- 
provement over the supply situation of 2 years ago, when it totaled 27.6 million 
bales. Although there will be some improvement this year in domestic con- 
sumption, because of lower exports, it is doubted that much improvement can 
be made in reducing stocks this year. Domestic consumption is expected to be 
about 814 million bales and exports around 3.5 million bales. 

The carryover of cotton on July 31, 1956, had reached 14.5 million bales, an 
all-time record. Exports during the 1955-56 marketing year had declined to 2.2 
million bales. An export sales program was announced in March 1956, and 
sales were begun in April for export after August 1, 1956. After the program 
was begun, the Congress enacted the Agricultural Act of 1956, which contained 
provisions making export programs for cotton mandatory at competitive prices. 
During the year 7.6 million bales of cotton were exported, and at the end of the 
year, the carryover had been reduced to 11.3 million bales. 

In February 1957, an export program was announced for the 1957-58 market- 
ing year. Under this program 5.7 million bales were exported, and the carry- 
over declined to 8.7 million bales of which around 3.5 were controlled by CCC. 

In April 1958, it was announced that an export sales program would be in 
effect during the 1958-59 marketing year and that it would be supplemented 
by a “payment-in-kind” program since there would not be sufficient cotton in 
COC inventory to cause the export of more than 3,500,000 bales. Through the 
sale of January 19, 1959, a total of 1,888,729 bales of cotton had been sold for 
export during this year. At the same time, sales of 229,295 bales had been 
registered under the payment-in-kind program. Thus, over 2.1 million bales 
are currently committed for export. There remain in CCC inventory about 1.5 
million bales of cotton. 

The export programs carried out since the enactment of section 203 have 
resulted in exports or commitments to export of over 15.3 million bales of 
cotton since the legislation has been in effect. 

It now appears that exports will be substantially less this year than in 
previous years. In fact, we had anticipated higher exports earlier in the year. 
The reduced outlook results from, among other things— 

(1) the anticipation of lower prices as a result of new cotton legislation 
enacted by the last Congress (it guarantees lower price cotton in the United 
States and apparently foreign cotton interests expect lower prices abroad ; 
therefore, purchases are largely on a hand-to-mouth basis throughout the 
world), 

(2) economic conditions in other cotton-consuming countries which caused 
a slowdown in the textile industries somewhat similar to the slowdown in 
our own domestic textile industry during the past 2 or 8 years, and 

(3) some increase in available stocks in other cotton-producing countries. 
In recent weeks, certain producing countries, not in position to carry stocks, 
have made price reductions in efforts to move current stocks. 

If we start price reductions during the middle of this marketing year we could 
set off price wars which would completely demoralize cotton prices throughout 
the world and at the same time reduce our exports. This could not possibly 
help our own cotton industry and might seriously affect our international rela- 
tionships with friendly nations. 

Representatives of the Department have had meetings with the producer, 
cooperative, warehouse, and merchant segments of the cotton industry to discuss 
matters relating to the price support and export programs for the 1959-60 market- 
ing year. We are now studying the recommendations of the various interested 
groups and are in process of developing the cotton programs. We announced 
levels of price support for Choice (A) and Choice (B) cotton on January 30. 
We shall announce the export program in the very near future. In developing 
the export program the various factors affecting the exports of U.S. cotton, 
particularly the CCC export sales price, will be fully considered and a program 
announced which we think will fully comply with the requirements of controlling 
legislation. 

The attached table shows the table used in establishing the levels of support 
for the 1959 crop. The table also shows similar figures for the previous 2 years. 
The estimate for exports was based on earlier data when it appeared that exports 
would be somewhat larger. 
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Upland cotton table—Estimates of supply percentage and minimum support level 
for 1959-crop cotton 





Estimates ! (1,000 running bales) 


1959 1958 1957 





28, 405 11, 039 14, 000 
1958 crop : : 3 11, 427 10, 801 13, 100 
I i mene cing Sat ollie es 6 100 50 


1958-59 total supply.. 19, 892 | 21, 940 27, 150 
1958-59 domestic use (estimate) 8, 250 7, 900 
ED RUN TET og nec biewnonsmeerceencecnnneoes 44,000 5, 600 


1959 carryover (Aug. 1, 1959) 7,642 | 8, 440 
1959 crop (estimate) : 15, 150 | 11, 393 
1959 imports (estimate) 60 60 
1959-60 total supply (estimate) 22, 852 | 19, 893 
1959-60 domestic consumption (estimate) ee 8, 500 7, 800 
1959-60 exports (estimate) 5, 000 4, 500 
= | 
1959-60 total disappearance 13, 500 12, 300 
1959-60 normal supply (130 percent) 17, 550 15, 990 





Supply percentage . +130 2 4124.4 
Minimum level of support (percent of parity) 875 8l 











1 Items at left of page relate only to 1959 estimates. For 1958 and 1957 the figures relate to the items appli- 
cable to such years. 

3 Excludes preseason ginnings (212,569 B/C). 

3 December crop report, running bales upland cotton. 

4 As estimated in the latest Cotton Situation (November 1958). 

- The Agricultural Act of 1958 provides that the 1959 level for Choice (a) shall be not less than 80 percent 
of parity. 


Secretary Benson. As far as we are concerned, we put no wraps on 
Mr. Biggs, Mr. Chairman. 


Mr. Wuirten. We have taken them off in the record. It shows what 
he can do. 


RELATIONSHIPS WITH THE PUBLIC AND THE TRADE 


Now there is one other matter that I think is deadly serious. We 
have had an investigation of the Commodity Credit Corporation rules 
and regulations, or rather the lack of and need for some protection 
from leaking information about these contacts, which could make 
fortunes for some and ruin others. We will put this in the record 
where it will be available to you. There seem to be no regula- 
tions or anything that to any reasonable degree protect the public and 
the trade from telephone information or implied assurances. Many 
cotton traders have written me, claiming that they have had implied 
assurances by somebody in the Commodity Credit Corporation that 
you wouldn’t change this subsidy this year. 

When I pressed them as to who, they couldn’t come up with any- 
body. But they still claim that they have had that implied assurance 
and yet if so, it is in direct conflict with the reports of the Congress 
and of this committee. Attention should be given to that. 


MEMBERSHIP ON CCC BOARD 


Personally, I believe it highly questionable to have the mem- 
bers of the Commodity Credit Corporation, a $14 billion Corpora- 
tion, serving also as employees of the Department of Agriculture 
where they, to a degree, are tied into your policymaking views, Mr. 
Secretary. Being on your political and policymaking team and then 
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to be directors of this Corporation, I think is unsound for the govern- 
ment, with all due deference to the individual, who might be holding 
those dual positions. 

I hope the Congress will provide a prohibition against people serv- 
ing in both capacities—not you as Secretary because I think you 
should be ex officio on the Board of Directors. But I think for the 
Board of Directors of a $14 billion Corporation to be members of the 
policymaking team of the Department puts pressure on them to so 
conduct themselves as to be lending themselves to the policies and 
politics which anybody in your position would have. I just think 
it is unsound and I expect to say so to the Congress. 

Secretary Benson. Mr. Chairman, may I say that any recommenda- 
tions or suggestions or actions of this committee which would tend to 
make the operations of the Commodity Credit Corporation more effec- 
tive, we will welcome. 

Mr. Wurrren. Well, it will help to develop the facts. 

Secretary Benson. We have put some career people on the Board. 
I understand you had some objections to Mr. Wells going on. He is 
a career man. I think that certain of us are required to be on by law. 
It may require some modification of the law. 

Last year we recommended that the Commodity Credit Corpora- 
tion Advisory Board be enlarged and given broader authority in this 
question of recommendations on the level of price supports. 

I am perfactly willing that it be more objective if it can be made so, 
and that it be free from any political pressures or influences of any 
tive, we will welcome. 

Mr. Wuirren. It will certainly have the study of this committee. 
The way this committee would have to reach it would be to provide 
that none of the funds appropriated to the Department would be 
used to pay the members of the Board of Directors, other than your- 
self, as ex officio. This in turn would leave these gentlemen in the 
position to go to Commodity Credit straight out, and be paid by Com- 
modity Credit. I do think that Mr. Wells, in all due deference to 
him, and he has a long and good record with this committee, has let 
rawe get into an untenable position when he took on these other 
things. 

I would say that about any other individual who attempted to do 
the same thing. 

Secretary Benson. Mr. Chairman, it might relieve us of a great 
deal of pressure. On the other hand, I am sure you would want to 
consult in some detail with some of our operators who might know of 
some of the difficulties that might arise from that which I wouldn’t 
see immediately. 

Mr. Wuirren. I am mentioning that now because this is a special 
meeting and it might be worked on before the committee acts. 


RECLASSIFICATION OF COTTON 


Now, prior to our competitive sales we tried to get this cotton sold 
by samples. I was advised hy many, many people that if you sold 
by samples you would get a better price, since it would give the small 
buyers an equal opportunity with the big ones and there would be 
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better service all the way around. 
sell corn and grain and the others. 

Mr. McLain took the view that you couldn't do it and flatly refused 
to do it. Yet the record shows that a tremendous percentage of this 
cotton was sold to Anderson-Clayton and these other big operators— 
and I would like for the record at this point to show how much. Im- 
mediately after you sold it to these folks, you did find that you could 
sample it, you did downgrade it and you refunded some $135 million 
to these people. 

(The information will be found on pp. 167-168 of the appendix.) 

Mr. Wuirren. We have had extreme difficulty in finding out the 
facts but we have an investigator’s report and I would like for those 
investigator’s reports to be inctuded in the record at the conclusion 
of this hearing. 

(The report will be found beginning on p. 251.) 

Secretary Benson. Have you discussed this with any of our people? 

Mr. Wuirren. We have in times past. 

Notwithstanding your refusal to sell by samples and your claim that 
you couldn't resample and sell, you did resample and reclass imme- 
diately after the sale. And on the reclass, you refunded, I believe, 
approximately $135 million to these firms. As I said, two of these 
firms supplied information. 

The others refused, or claimed that they didn’t have the information 
available. One of them refused because our investigators could not 
give him certain assurance. But the two who did submit their records 
to our folks show that practically 100 percent of this cotton, where 
you gave the $135 million rebate, was sold by the buyers at a higher 
class than your new class and a big percentage of it at higher than the 
original class. 

It raises serious questions as to how that could come about and it 
leads me to believe there should be no reclassing of any cotton after 
sale, particularly since the older cotton has moved. 

Now the records show that for these big cotton exporters, who inci- 
dentally were your earliest advocates for keeping American cotton 
not competitive, this rebate was a big factor in the profits that 
they have made. It looks odd to me that you couldn't do it 
before sale, but after it was to the financial interest of Anderson- 
Clayton and these other firms, you found you could and did, and 
never bothered to find out whether they sold it at a higher grade 
than your original class. The record shows so far as our investigators 
could find out that they did. 

Your President and mine, Mr. Secretary, used this $135 million in 
rebates as support for his speech on what the farm programs are 
costing. Every dollar here is charged up to agriculture in your 
speeches and the President’s speeches. 

On this cotton that you won’t offer competitively, you and the 
President will be talking about high storage costs, but you won't be 
telling the people that we have it because you folks were not com- 
petitive for years, wouldn’t be competitive this year and want us to 
wait until next year. 

Now, if there are any reasons why a flat prohibition shouldn’t be 
made, please advise us prior to our regular markup of this bill. But 
we must stop any unfair payments to the trade which are charged up 
to the American farmer and the farm program. 


I understand that is the way you 







Mr. Brercer. Mr. Chairman, I would like to add that the real pres- 
sure that has come to us to have the reclassing privilege has not 
come from the big operators, it comes from the small operators. 
They are the ones who have insisted that we do it in the past. Now 
sure, the big ones have a bigger check because they have a bigger 
volume but it has been the small traders who have insisted that we do 
it in the past. 

Mr. McLarn. I think the record also should show, Mr. Whitten, 
and I am sure Mr. Biggs could and would express this, : and Mr. Rhodes 
would, that a condition of any bid, of course, is part of what the per- 
son bids on. In other words, the conditions are always considered 
by any bidder. While we don’t disagree that after we have gotten 
rid of most of our old cotton and we want to insist that we move 
without permitting reclassing in doing that, I think the record ought 
to show that the prices received for the cotton because of the reclassing 
rights—Mr. Biggs can verify this—are much higher than they would 
have been otherwise. 

So to the charge that this is a loss to the taxpayer, I think is com- 
pletely without foundation. 

Mr. Wuitren. Mr. McLain, that is a matter of conjecture, because 
you didn’t sell any cotton under those circumstances and you received 
no bids. Any unfair payments, whether to large or small operators, 
should not be made. 

Mr. McLain. I would like for you to ask Mr. Biggs about this and 
also Mr. Rhodes for the record. 

Mr. Wuirren. Do you know anything about it, first ? 

Mr. Ruopes. I think I know something about. it; yes, sir. I think 
that we were talking up and down both sides of the question. In the 
first place, we hear lots of talk that our price has been so high we 
couldn’t sell any cotton. 

Mr. Wuirren. This year? 

Mr. Ruopes. This year. 

And now we are saying the price which the public normally sees 
of a minimum of 28.3 is the price—the price they are actually buying 
it at is about 26.3, so it seems to me that on one hand we are saying 
our price was not low enough, and now we are complaining because 
the price is lower than it appears on the surface 

Mr. Wuirren. You are trying to confuse these 2 years with the 
present year. 

Nobody is complaining about your not being competitive those 2 
years. And your not being competitive now is an entirely different 
thing because your price now carries the reclass provision. 

Mr. Ruopes. Ever since the million-bale program, we have had 
the right of reclass. In the 1956-57 program we sold about 7,742,000 
bales of cotton and the final figures would show that the right of 
reclass after adjustments for weights and other things amounted to 
$12.36 per bale. 

Then in 1957-58, on about 5.8 million bales after all adjustments, 
we had a loss of about $9.50 a bale. 

Now, I don’t have any figures readily available on the 1958-59 
up to this date. I think it “will again tend to be somewhat lower 
because the cotton we are selling now is more current than it was in 
the beginning. 

When we started the program in 1956-57, we were selling cotton 
that went back as far as 1952, and if you have cotton that was raised 
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in 1952, 1953 and 1955 and 1956, and it has been in storage that long, 
a lot of that cotton will change, in my opinion. That also is some- 
thing that is subject to disagreement as to how much it will change. 

The losses were greater in the first ye: ; I told you about $3 
smaller in the second year—and in my opinion they will be still smaller 
in the 1958-59 year. 

Mr. Wuirren. I don’t have the figures before me from the investi- 
gator’s report, but you refunded $21.5 million to Anderson-Clayton 
alone. 

Now, the Department, in reclassing this cotton downward and 
issuing these rebates, made no requirement that such cotton be offered 
at the new class in world trade. 

Our investigators show that practically all of it in those places 
where the buyer would talk, sold at higher than your new grade and 
a big percentage of it higher than your original grade. 

Now, when you add to that, Mr. Secretary, the claim by your 
people "that they couldn’t sell by sample or reclass in advance, but 
immediately upon selling it to these people they could and did, "that 
is what gets me. 

Mr. Ruopes. Mr. Chairman, I would like to point out that in the 
first place I feel you know a very, very, very small percentage of the 
cotton sold in export is sold on American class. It is sold by samples 
or by types. Very little by samples. Most of it by type. The bulk 
is done on types. 

Mr. Wuirren. Mr. Rhodes, you were a party to this policy and I 
would expect you to defend it. I would say for myself that it is a 
poor way to run Government business and the Government ought to 
profit by what these exporters do in their own business. 

Mr. Ruopes. I just want to get the facts straight. 

Mr. Wuirren. Was this your recommendation that it be done? 

Mr. Ruopes. The question as to selling it on actuals instead of 
selling it on class in this country, it wasn’t a question of whether you 
classed the cotton before you made your sale, but it was a question of 
whether you could class this 14% million bales of cotton in the 
country—about 814 million in our stocks—whether you could take 
cuttings on those stocks and spread those samples out on tables 
throughout the country. 

Mr. WuiTten. Well, you didn’t sell it all at one time and you could 
have done it periodically. But I still say the minute it came to the 
interests of certain international cotton firms, you could and did, and 
it cost the American taxpayers $135 million. 

Mr. McLarn. I would like to have Mr. Biggs express himself on 
what he thinks the value of this cotton would have been that we would 
have sold in the last 3 years if it had been sold without the right 
of reclass. 

Mr. Wurrren. I practiced law a long time, and Mr. Biggs is a 
mighty good man, but I don’t know that you have proved his quali- 
fications. If he wants to guess out loud, he can do so. 

I might ask him some questions to see what he bases it on. 

Secretary Benson. It is a matter of judgment, and with his experi- 
ence it should be worth something. 

Mr. Wuirrten. Did you ever sell any cotton, Mr. Biggs, without 
the right to reclass ? 
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Mr. Bices. Yes—but I don’t think that you can say one way or the 
other as to exactly what happened here. We hove a lot of “if’s” in 
this thing. If we sold the cotton and permitted them to ask the 
warehouse for samples, and if the warehouse sent the correct samples 
to the classing board, and if the classing board classed the cotton 
right, then the refunds should be correct. 

But if the warehouseman did not send the right samples and if 
the classing board did not class the cotton correctly, then this could 
happen. But that is the only way it could happen. 

don’t see anything wrong with selling the cotton based on reclas- 
sification, if on the reclass it is handled the way it should be handled 
and samples were sent by the warehousemen direct to the classing 
oftices of the Department. 

Now, if the samples and classing were handled correctly, then this 
couldn’t have happened the way it is reported. 

I would like to know one thing, if the price of the cotton was higher, 
if you know. If the cotton brought more than we sold it for. Did 
the cotton bring more than we sold it for, considerably? You see 
that could have a bearing on it. 

Mr. Wuirtren. The information we have is that much of this cotton, 
where we could get the information, not only sold above the new class 
that you gave them but much of it sold higher than the original class 
which you reduced. 

Mr. Biees. Price is the important thing. 

I contend that a cotton merchant classes a customer and does not 
class the cotton. 

Mr. Wuirrten. Perhaps that is why they bought my cotton so cheap, 
Mr. Biggs, when I was in the business. I got out of it some years 
ago. 

Mr. Bieas. Here is what they do: if they have a buyer that is easy, 
they will sell him Middling and ship him a Good style Strict Low 
Middling. If he is hard on the cotton, they will sell him Middling 
and send him Good style Middling or Strict Middling. 

The price is what you have to look at instead of class. 

Mr. McLarn. Yes; that is very important. 

Mr. Wuirten. Mr. Biggs, the point I make is that this thing doesn’t 
look good in view of the fact that you could do it after you sold it 
and couldn’t do it before. 

What I would say is, in handling Government business, if these 
buyers had paid $135 million less for it it would have looked better 
for the Government, for honest Government. 

If that be true—and I don’t agree with that, but if that be true, it 
would have been better to lay it on the counter and sell it, than to sell 
and suddenly find you can reclass it and turn around and issue checks. 

If they had paid less, Mr. Secretary, it would have looked a lot 
better. 

I hope that this practice is stopped. 

Secretary Benson. I am sure, Mr. Chairman, we will present any 
facts that we possibly can that would throw any light on it. 

Mr. Marsnatu. Mr. Chairman, in order that 1 may understand this 
situation a little clearer, as I understand it when you dispose of this 
cotton, they ask for it to be reclassified ; is that correct ? 
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Mr. Ruopes. They have their option. If they want to buy it on 
the original class, they can, or if they want to have it reclassed, they 

can have it reclassed, but they are bound by their decision. 

If they have it reclassed, and the class is up, they have to pay the 
higher price. If the class is low, they get it at the lower price. 

Mr. Marsuay. In requesting that option, they do that at the time 
of the transaction ; they can’t come back later and do that? 

Mr. Ruopes. That is right. Before they have seen the cotton. 

Mr. Marsuaty. Before you got into this payment-in-kind sort of 
thing, if a cotton broker took Commodity Credit cotton, that cotton 
that “he took went directly into export, did it not? Did he have the 
privilege of substituting it ? 

Mr. Ruopes. In the first million-bale program in 1956, we made them 
export the identical cotton. Then Congress passed a law which per- 
mitted us to have substitution. Since the passage of that law we have 
allowed substitution. 

If they buy a quantity of cotton from us, they have to export the 

same quantity of cotton, but it does not have to be on the same iden- 
tical basis. 

Mr. Marsuauy. Prior to 1956 there was no substitution ? 

Mr. Ruopes. That is correct. 

Mr. MarsHauu. Now, since this situation, you may have a type 
cotton that, as a matter of classification, would be ac ceptable for do- 
mestic but would be unacceptable for export trade; is that right ? 

Mr. Ruopes. Generally, that is right. It might be acceptable for 
certain mills in one country and not another mill in the same country. 

We reclass about 532 different qualities of cotton, so you would have 
a tremendous different number. 

Mr. Marsa. Isn’t it a fact they try to sell to the mills the cotton 
needed ? 

Mr. Ruoprs. Normally the American merchant would sell on what 
they call—the mill would give them a sample or a handful of cotton, 
what they want, and say, “Now, I want you to give me your prices on 
cotton that will match this,” and the American merchant will { figure 
out what will give this mill what he wants to manufacture the items 
he is trying to manufacture and then quote him a price on that, and 
the contract, as a rule, will not be based on U.S. standards, but on 
what the buyer desires. 

Mr. Marsuatt. If broker A, who has a fairly good export market 
and fairly good domestic market because of volume, comes on to the 
market, buys cotton from you, and asks for it to be reclassified, that 
cotton is reclassified and he substitutes cotton which he has in the 
warehouse and moved that cotton into export trade and takes this 
cotton that he gets reclassified, which may be colored somewhat, and 
moves that in the domestic trade. What protection do you have as 
far as the cotton market is concerned in this country ? 

He could underbid, could he not, on that basis ? 

Mr. Ruopes. As I understand the question, he would presumably 
have to take a loss on one and a profit on the other. 

If we sell him cotton for export at 28 cents and he sells that to a 
domestic mill, say, at 34, he has made 6 cents profit. But then if, to 
get even with us, he has to go into the open market and buy cotton 
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and pay 34 cents and then ship that export and sell it at 28 cents, 
then he takes a loss on one and a profit on the other. 

Mr. Marsuauu. It would be almost impossible for that figure to 
balance off. 

Mr. Ruopes. Certainly. 

Mr. Marsuatu. It would be almost impossible. 

If he was in a position where he had an outlet for some of this 
offcolored cotton domestically, he could operate a rather successful 
business for himself, couldn't he ¢ 

Do you check that at any time to see what he does after that cotton 
is sold? Do you keep any record of what his profit and loss may be? 

Mr. Ruopes. Individual shipper’ s profit and loss ? 

Mr. Marsnauy. That is right. 

Mr. Ruopes. No, sir. Over 200 have bought from us, and I have 
the quantities they bought. 

Mr. Marsuaty. You may have a broker. We willcall him B. This 
broker doesn’t have any export trade. He is dealing entirely on the 
domestic market. There may be such a thing; is that right? ? Although 
it would seem most of the cotton brokers are mixed up in international 
operations, 

Mr. Ruopes, I think so. 

Mr. Marsnaru. If there is such a thing as an operator B, how can 
he handle commodity credit stocks and that sort of thing? There is 
no advantage for him to ask for a reclassification. 

Mr. Ruopes. A man who is operating entirely in the domestic 
market, if he bought from us, then he would sell his, what they call 
rights, to export, which have been going anywhere from 5 to 71% cents. 
These 200 or 300 shippers trading in these rights to export, if he didn’t 
want to use his export rights, he would sell them to somebody else. 

Mr. Marsuau. It seems that man would be quite at a disadvantage 
in dealing with the CCC. He doesn’t have this opportunity in the 
free market. to put his profits against his losses; does he? He only 
has his domestic outlet 

Mr. Ruopes. I may have missed your point, but I don’t see that he 
would be at any disadvantage. If one is dealing both ways, he is going 
to have to meet the competition in the foreign market which is around 
our sales price for export. 

Mr. MarsHati. Your assumption is that the man who is in the 
brokerage business will balance his profit and loss so that it will more 
than offset the other. That is an assumption. You have no figures 
because you haven’t checked that sort of a transaction. 

That is based on assumption. You couldn’t say absolutely and be 
sure of it, yesorno? Ifthe man was a shrewd operator and watched 
his purchases to the extent on the domestic market that he could work 
out a pretty good transaction on the switching of this cotton—you take 
the attitude that that is out of your hands, that that is not Government 
any more; you have made your sale; you have sold it and what he does 
with it after that is his own affair; isn’t it 

Mr. Ruopes. We have a program where we sell cotton for export as 
well as selling it for domestic consumption at another price. Basic- 
ally that runs about 61% cents difference in those prices. Since we 
have had payment in kind, it is 614 cents. He can go from one to the 
other and I don’t believe he is in it for fun. I think they are all mak- 
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ing money out of it, but I don’t think that the one who operates in the 
domestic market alone is necessarily making any less money than the 
one operating in both markets. There are some who operate nearly 
entirely in the export market. 

Mr. Marsuatu. The scope of the operations, though, would make it 
more possible to take advantage of some of these things. 

Mr. Ruopes. The larger the firm, the better the opportunity, and 
they have much better opportunity if they don’t have reclassification. 
The big firm who can buy 10,000 bales, they can take that 10,000 bales 
and, even though they buy 10,000 bales of Middling inch cotton and 
when they class it out it may be made up of a dozen different kinds of 
cotton, if they handle as much as 10,000 bales, they will still have lots 
of these various kinds. Whereas the little man buys 100 bales and if 
he gets 10 different kinds he doesn’t have enough of any kind that he 
can compete very well. I agree entirely, the larger you are, the more 
freedom and room you have. 

Mr. Marsnatt. In this matter of requesting reclassification or re- 
qualification, do you know if there is or do you notice much difference 
in the request based upon the size of the operation ? 

Mr. Ruopes. Yes, sir. In my opinion, based on the people who 
have talked to me, there is a great push for reclassification coming 
from the smaller shippers. 

Mr. McLarn. This is very important, Mr. Marshall. Not that it 
ought to be continued, but it disputes the fact that this is for big oper- 
ators. When we go away from reclassing, we will in my judg- 
ment drive some of these people out of business. If this committee 
thinks that is the way we ought to go; that is all right. 

Mr. Marswatu. No, Mr. “McLain, I wasn’t making any suggestion 
as to expressing an opinion about classification one way or the other. 
I was asking these questions in order that I might have a better under- 
standing of the program. 


FOREIGN TRADE AND COTTON 


Mr. Wuirren. I would like to insert in the record information com- 
ing from the “Prospects for Foreign Trade in Cotton,” Foreign Agri- 
cultural Service, U.S. Department of Agriculture, January 1959, 
which shows that your own Department recognizes the damage your 
policy does to American farmers. Also certain letters have come to 
me from cotton traders abroad, in which they show how much other 
foreign countries are underselling American cotton at the present time. 

There is no denial, and in fact you admit in the record that they 
are underselling us 4 to 414 cents at the moment. I would like to have 
such letters included in the record. 

(The documents referred to will be found on pp. 168-181 of the 
appendix. ) 

Mr. Wuirren. Gentlemen, I would suggest we return at 2 o’clock. 
We have invited you here to ask about the current status of a number 
of things. 

This afternoon I would like to ask a few quesions about the REA 
proposal that the President has made. I also would like to find out 
what the situation is with regard to your poultry inspection. 

Secretary Benson. Poultry inspection ? 

Mr. Wurirren. Yes. They have told me privately some of the prob- 
lems. But I think the record should show what you have been able 
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to do and what the status of it is and then I would like to give other 
members of the committee the right to go into such matters as you 
might wish to, sticking to the current situation somewhat. 

Secret ary BENSON. “Ts it necessary that I return ? 

Mr. Wuirren. I wish you would, Mr. Secret tary. I don’t think it 
is fair for me to have taken all this time in questioning and not pro- 
vide the same privilege to the other members. 


AFTERNOON SESSION 


PERIODIC REVIEW OF COTTON PAYMENT RATE 


Mr. Wuirren. Mr. Secretary, I would respectfully urge, so far as 
tie assurances that you have given the committee as to keeping cotton 
competitive in the ‘future, that your announcement itself as to the 
immediate sale of cotton on a competitive basis for delivery beginning 
August 1 should carry notice to the world that the subsidy or the price 
acceptable would be reviewed regularly to stay competitive and that 
an actual review would be made not less than at least once every 30 or 
at least each 60 days. 

I would hope that you will do that because by that course you would 
be notifying these international traders that no longer could they come 
in as they are now and claim that there has been an implied assurance 
that you would not change the subsidy. 

I would like to have the record show that we insist on that. 

Secretary Benson. All right. 

Mr. McLarn. Of course, for the record, Mr. Whitten—I am sure 
you are aware of this—the announcement indicated not that precisely, 
but it indicated that it would be reviewed. 

Do you have a copy of it here, Mr. Rhodes? You might put it in 
the record. 

Mr. Wuirren. We would be glad to have it in the record. 

(The announcement referred to follows :) 

U.S. DEPARTMENT OF AGRICULTURE, 
Washington, May 5, 1958. 


PROVISIONS OF THE PAYMENT-IN-KIND Corron Export PrRoGRAM ANNOUNCED 


Operating provisions of the payment-in-kind export program for upland 
cotton, which will supplement the export program based on direct sales from 
Commodity Credit Corporation stocks, were announced today by the U.S. 
Department of Agriculture. The detailed terms and conditions of the pro- 
gram are contained in Announcement CN—-EX-6, which is being distributed by 
the New Orleans CSS commodity office to its mailing list of cotton catalog 
holders and others requesting it. 

Under the payment-in-kind program, exporters who register their export 
sales of upland cotton from commercial stocks with the New Orleans CSS com- 
modity office can earn a payment in kind from CCC stocks. The program ap- 
plies only to exports on and after August 1, 1958. 

The payment rate applicable to cotton exported under the program will be 
determined and announced later. The rate will be effective until changed and 
will be subject to change without prior notice. Sales made prior to the an- 
nouncement of the original payment rate must be registered within 10 days 
after the announcement of the rate. Sales made after the announcement must 
be registered on the day made. 

Upon export of the cotton under a registered sale, the exporter will earn 
credits which are to be used to acquire cotton from CCC under its export 
sales program. All cotton so acquired or substitute cotton must be exported. 
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In addition to permitting greater participation in the merchandising of cotton 
by the various segments of the cotton industry, from the country merchant to the 
futures exchanges, and lessening Government control over the marketing of 
cotton, the new program is expected to reduce CCC’s handling costs by lessen- 
ing the quantity of cotton moving into and out of the CCC loan and inventory 
stocks. 





U.S. DePARTMENT OF AGRICULTURE, 
Washington, May 29, 1958. 


RATE OF PAYMENT ANNOUNCED FOR PAYMENT-IN-KIND COTTON EXxPorT 
PROGRAM 





The U.S. Department of Agriculture announced today that the rate of pay- 
ment under the payment-in-kind cotton export program will be 6% cents per 
pound. 

This program, major provisions of which were announced May 5 (press re- 
lease USDA 1233-58), is effective on cotton exported on and after August 1, 
1958 

The rate of 6% cents per pound will be effective until changed and will be 
subject to change without prior notice. 

Sales made on or before May 29, 1958, must be registered with the New 
Orleans CSS commodity office, Wirth Building, 120 Marais Street, New. Or- 
leans, La., within 10 business days (on or before June 13, 1958). Sales made 
after today must be registered on the date the sale is made. 

Upon export of the cotton under a registered sale the exporter will earn 
credits with which to acquire cotton from the Commodity Credit Corporation 
under its export sales program (Announcements CN—-EX-—5 and NO-C-11). 

Terms and conditions of the payment-in-kind cotton export program are 
contained in Announcement CN-EX-6, which has been distributed to inter- 
ested persons. Information about the program may be obtained from the New 
Orleans office. 


Mr. Wurrren. I would like to say that the notice last time appar- 
ently was not prec ise and definite enough, because it has not worked. 
I would like to insist again that you say not less than at least 
each 60 days preferably each 30 days. Then that is notice to the 
world that we mean to stay there. 
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There is another matter, Mr. Secretary, in regard to sale of class 
A cotton. I am aware of all the people who have been to see you 
as to how you are going to handle it so as to not disrupt all local 
business. 

I have urged the Department myself that the Commodity Credit 
Corporation designate banks and other responsible agents in the 
various localities of the country to handle this matter of buying 
class A cotton and making payments and accepting receipts as the 
agent of the Commodity Credit Corporation and, further, that they 
be authorized to receive bids. 

Others have suggested that you have these banks and other re- 
sponsible agents be trustees for receiving bids, sealed bids, under 
such terms and conditions, where the highest ones might be received 
on orders from the CCC. 

Can you tell us at this time what the outlook is there? 

Mr. Mcluarn. We very much appreciate this problem we have of 
keeping everbody who legitimately ought to be in the sales force, 
in the merchandising force of cotton in it in this 2- -vear interval, 
Mr. Whitten. Mr. Rhodes and several of us have had for the last 
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3 months, I would say, continuous meetings with producer groups 
and others trying to come up with a program that would do what 


you have indicated. 
I think we are rapidly getting it to the point where we are going 


to get it done. Certainly we want to bring in those, including pro- 
ducer groups, who agree with the program, because we have got to 


get their support or it will not work. 

Mr. Wuirren. Would you keep us advised as to developments in 
this field ? 

Mr. McLatn. I will be glad to do that. 


Mr. Wurtren. Prior to firm release ? 


Mr. McLain. We would be be glad to do that. 
THE FARMER'S PREDICAMENT 


Mr. Marsnauy. Mr. Chairman, this discussion to me has been ex- 
tremely interesting. Many points have been brought out here. I am 
aware of a public: ation called “The Staple Cotton Review,” and I 
notice there are some remarks about our distinguished chairman in 
this Review. I believe they are so pertinent to the subject that I 
would like to request that they be made a part of the record at this 
point. 

Mr. Wuirren. I wish to thank my colleague, and if there is no 
objection to it we will let that go in. 

(The article referred to follows :) 


[From the Staple Cotton Review, December 1958] 
THE FARMER’S PREDICAMENT 
COSTS AND HAZARDS MOUNTING—NET INCOME FALLING 


(By Congressman Jamie L. Whitten, chairman, Subcommittee on Agricultural 
Appropriations) 


Each year the whole field of agriculture passes before and is reviewed by the 
Appropriations Committee for Agriculture. It is the committee’s job to attempt 
to get funds and results for the Nation’s agriculture research, extension, 
price supports, and all branches of agricultural services and needs. In reviewing 
the situation annually, we necessarily form opinions and, if we are to contribute 
to the progress and economy of agriculture, we should express our opinions and 
views. 

There are many things involved in the complex subject of American agriculture 
and its place in the Nation. Agriculture was left out for many years when 
industry and industrial labor had advantages and protections written into law. 
As a result, the farm share of the national income dollar annually lessened, 
while work hours for the farmer lengthened. It followed that nearly all who 
could left the farm, and farm population went down steadily from 84 percent 
to only 13 percent on the farm. 

The great depression of the twenties, for which many explanations have been 
offered, was led off by a drastic break in farm prices, which carried all down 
with it—labor, agriculture, and capitalist. Finally, Congress determined to put 
protection for agriculture in the law, already provided for the other two major 
segnients of our country. Thus, we obtained the price support system provided 
by law. 

But, may I remind you that farm income can be ruined by reductions in :creage 
and the giving away of our foreign markets? We no longer have the natural 
resources to waste, which were wasted when “sale at the market place” under 
world competitive conditions was all that agriculture got. Later, we will have a 
closer look at these factors. 
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EQUAL TREATMENT NEEDED 


Early in our history, industry got protective tariffs written into law, but 
it was only about 25 years ago that agriculture began to receive somewhat 
equal treatment. Agriculture now operates in an economy where for all practical 
purposes advantages to industry and labor, as provided by law, have the effect of 
raiisng farm costs at a time when farm laws are under attack and farm income 
is going down. 

Today farming is a commercial operation. Expensive farm machinery and nec- 
essary costs of operation make it a business—no longer a way of life. Forty 
years ago 70 percent of the farm investment was land. Today it is only 35 per- 
cent, and the remainder is in expensive farm machinery, equipment, and needed 
buildings. These cost money, and they wear out. 

Forty years ago it took a farmer almost 10 years to lose his farm, if he made 
nothing. Today, due to heavy outlay of cash, he can lose it in less than 2 years. 
A real farmer must be a capitalist, as well as a laborer, in our present-day farm- 
ing. 

THE FARM PICTURE 


Since 1952 farm income from the farm (including increased Federal payments) 
has gone down. Farm costs have gone up. The cost of the farm program to the 
Treasury has increased. The take of the middleman has increased. Consumer 
prices have gone up. And, during the period 1952 through 1957, price supports 
on many agricultural commodities were reduced an average of 20 percent. De- 
partment of Agriculture figures show that the economic status of the farmer was 
lowered during this period in direct ratio to the reduction in price support levels. 





NET INCOME LOW 


Since 1952 prices received by farmers at the marketplace have gone down to 
a very low level, while farm production expenses continued to increase. The 
parity ratio dropped 18 points in that period. Net income from farming is at the 
lowest point in 15 years, despite large increases in Federal payments to farmers 
by the Department of Agriculture. A comparison between 1952 and 1957 shows 
net farm income down $2.8 billion in 1957. At the same time that farmers’ 
income has gone down so drastically, the take of the middleman, between farmer 
and consumer, has continued to increase. The consumer has received no cash 
benefit, for retail prices have increased over the period. 

Farm debt is at an all-time high—$19.5 billion in 1957, up $5 billion in 5 years. 
The amount of equipment and other investment required to operate a farm con- 
tinues to increase each year and is now the highest in history—$27,000 per farm 
unit, up $4,000 per unit in 5 years. 





PER CAPITA INCOME 


The only agricultural statistic which shows up more favorably since 1952 is 
“income per person on farms from all sources.” This increased from $953 in 1952 
to $993 in 1957. With a constantly declining farm income, the farmer has looked 
more and more to off-farm employment. Although off-farm income was higher 
in 1957 than in 1952, the figure is still very low compared to income of other seg- 
ments of our population, which averaged about $1,750 last year. This indicates 
that in addition to steadily decreasing farm income, the farm worker is paid very 
low rates for off-farm employment. It is significant to note, however, that per 
capita income earned on the farm has decreased from $702 in 1952 to $684 in 1957. 


COTTON PROBLEMS 


Now, let us look at some specific problems facing the major commodity in the 
Delta cotton section. 

I supported the passage of the recent farm bill as strongly as I knew how, be- 
cause we had to have relief from drastic acreage reductions in cotton. In ad- 
dition, so many farm groups had been sold on the idea that reduced prices to the 
farmer were essential to increased use of his product that I felt this view was 
entitled to a trial run. Actually, I don’t believe the bill is a real solution to the 
cotton farm problem. In this connection, let me pose these questions: 

1. Don’t you believe manufacturers of synthetic yarns can and will reduce 
their prices, where competition exists, to maintain a competitive difference 
between their price and the price of cotton? If that be true, for the cotton 
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farmer to obtain any benefit there would have to be a general per capita 
increase in the consumption of textiles. 

2. The consumption of cotton and synthetics is determined by consumer 
purchases. Since retail prices to the consumer will either remain the same 
or increase, why would anyone believe the consumer will buy, relatively, more 
textiles per person, resulting in increased consumption? 

Records of the Department of Agriculture show that as the price of cotton has 
gone down such reduction has not been reflected in retail prices to the consumer. 
It has merely been added to the spread or the take of those between the farmer 
and the consumer. What makes anyone believe that the present or any future 
reduction in farm support price will be any different? 


FARMERS CAUGHT IN SQUEEZE 


The textile mills are in a squeeze and always will be because of labor’s ability, 
under law, to increase their take of the consumer dollar. This is also reflected in 
cost of machinery, transportation, and everything else, though organized labor is 
able to point out a constant decrease in the purchasing power of the dollar, 
largely resulting from wasteful defense spending—another story with which I am 
familiar, since I serve on the Defense Appropriations Committee. 

In addition, increased dividends, stock splitting, and other actions by many cor- 
porations, plus increased interest rates, show that they, too, are in on the act. 
In fact, just about every group seems to take a bigger slice, while the farmer 
absorbs it. 

Now when textile mills reach the point where their increased costs, which they 
are helpless to prevent, cannot be passed on to the consumer because of buyer 
resistance, it is natural for them to seek relief from such high processing and 
finishing costs by trying to get the cost of their raw material down. This 
results in reducing the percentage the farmer gets from the consumer dollar. 

In the last 10 years the farmer has surrendered 20 percent of his take of the 
consumer dollar to the middlemen. And all the time, out of his decreasing 
percentage, he is having to pay more and more for his farm supplies—seed, 
fertilizer, insecticide, equipment, transportation, ete. 

Is it any wonder the farmer’s net position gets worse by the month? How 
does this come about? Largely because those between the farmer and the con- 
sumer are better organized and, I am afraid, are actually the dominant voice 
in some farm organizations. 


DANGER IN ACREAGE CONTROLS 


We need to take a real look at the whole farm program. It worked fairly 
well for a time, but today it looks to me as if it may have some built-in pro- 
visions for farm bankruptcy, where basic commodities are concerned. What 
are the facts? 

Reducing U.S. production of cotton has resulted only in moving U.S. acreage 
overseas. 

Moreover, efforts to limit U.S. production by controlling acreage is the greatest 
possible incentive for each farmer to go “all out” to increase his production to 
the maximum—frequently beyond the potential of his land. Put all cotton 
farmers together, each trying to get maximum production, and you find acreage 
controls are an incentive to increased production, not reduced production, and 
oftentimes at prohibitive cost. 

What is the effect on the farmer? He has let his labor go and invested in 
expensive, organized-labor-built equipment. He has increased the cash he puts 
out for fertilizer probably sixfold. He spends his money for expensive in- 
secticides which he applies after every shower, and then more money for de- 
foliant. At the end of the year he has invested enough cash to “start a bank’— 
last year, in many cases, all his land was worth. He has to make a whale of 
a crop to break even. In case of complete failure, he could go broke in less 
than 2 years. 

CREDIT CRISES 


In 7 of the last 10 years a considerable part of our section has been declared 
an economic disaster area—something we rarely heard of in years past. A 
banker friend, in answer to my inquiry, said that was “because of abnormal 
weather.” Of course, the weather was a factor, but had we better not look 
and see if this farming system calling for such a huge cash investment each 
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year might not require abnormally good weather (with abnormally good prices 
and production) to break even? 

What is “normal weather’? Or better, what is “normal production”? Will 
normal production pay for this huge cash outlay each year? Or, does the 
farmer count his highest yield as normal and base his expenditures on the 
prospect of abnormally big yields? 

Present operations completely ignore the original advice of research, which 
was that rotation enables the farmer to produce a large part of his fertilizer, 
and that nature’s best help in controlling boll weevil was wide rows and spacing 
so that the sunshine could get to plants. Our present policies go opposite to 
that reasoning. Fertilizer increases the size and foliage of the plant, and closely 
spaced rows, with dense foliage, require large outlays of insecticides. 

While weather and bad luck may have contributed to the present financial 
plight of the farmer who has to seek a loan from the Farmers Home Admin- 
istration, we should all realize the reason he has to look to that agency is be- 
cause his former source of financing, be it bank or other lending institution, 
does not see a chance for that farmer to work his way out of the present diffi- 
eulty. This factor, if no other were considered, should be a warning that some- 
thing is wrong. 

As chairman of the Appropriations Committee for Agriculture, I used my in- 
fluence last year to help provide funds to meet credit needs, and am doing and 
shall continue to do everything possible to help in the present crisis that some 
of our farmers face. 























RESEARCH 


With others in the Congress, and the cotton fraternity, I joined in “beating 
the drums” for more money for research—I believe in it. We have increased 
funds more than 100 percent in 7 years. But what we need is research results. 
We must not judge research progress solely by number of employees and money 
spent. We now spend $6 million annually for cotton research, and we need to 
know why the results are so slow. 

We require the Department to do its research with 100 percent cotton. Is 
that smart? Frankly, I don’t know. I do know you can’t prevent certain 
manufacturers from mixing a little cotton with their synthetics to add qualities 
that synthetics lack for many purposes. No doubt a minimum of cotton is used. 
Would it be wiser and more profitable for us, with some research, to add a little 
synthetic fiber to cotton if it will make the end product more desirable to the 
consumer? If so, you would then use a maximum of cotton and a minimum of 
synthetics. 

The cotton labeling bill was good legislation. It calls for honest merchandis- 
ing. My colleague, Congressman Frank Smith, did a fine job with it. Whether 
it helps in selling cotton, however, will depend upon what the consumer wants. 
In the final analysis, in my opinion, consumer preference will be the determining 
factor in buying. 



























WHAT IS THE ANSWER? 






From my years of service as chairman of the Appropriations Subcommittee 
for Agriculture, spending months reviewing all its activities, it is my firm 
conviction that we must: 

1. Require the Secretary of .Agriculture to determine our fair share of 
world markets and use existing authority to sell CCC stocks in world trade 
at such changing prices as may be necessary to regain and retain that 
market. 

2. We must let our farmers produce such cotton, and let the world know 
we are going to produce and sell it. 

8. On the domestic market require the Secretary of Agriculture to sell 
from CCC stocks, at such changing price as may be necessary, to retain for 
cotton its percentage of the domestic market for textiles. 

4. On the futures market, set up two classes of contracts: one for domestic 
use, and one for foreign delivery. 

5. Get rid of acreage controls which increase the farmer’s cash outlay and, 
thereby, his risk by possibly 100 percent. Support a given number of bales, 
not acres. Let the farmer use his land, supplying a part of his fertilizer 
needs by rotation, and make any overproduction eligible for export or for 
application to his next year’s allotment. 
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6. Have a research project on our research program and find out how to 
get better results. Let us measure research by its results, not by how many 
civil service employees they have and how much money it costs. 

7. To prevent the movement of unplanted acreage west, and to help the 
small farmer, we should permit the sale or lease of small allotments in the 
community where the farmer lives. I sponsored such a bill in the last 
Congress. 

Some of you, no doubt, won’t agree entirely with the opinions, proposals, and 
conclusions given here. I am not certain, myself, what the complete and correct 
answer is to our farm problem. However, it is my firm conviction that the 
questions raised and the thoughts expressed merit real study and serious 
consideration. 

Most of us can remember (it was about the time I started practicing law) 
when economic conditions in the Delta were such that, when passing a farm, 
the first question asked was: ‘Which insurance company or land bank owns 
that land?” 

We must not let that happen again. We must find some means to stop risk- 
ing from 50 to 100 percent of the value of our land every time we plant a crop. 
We must stop the middleman from passing his increasing cost back to the 
farmer, by reducing the farmer’s selling price, while the costs per farm oper- 
ating unit go up proportionately. 

We all must stop, look, and think how to keep a balance for agriculture with 
industry and labor. If we don’t find the answer, it will prove ruinous for agri- 
culture and, in the long run, for the Nation. 

(Congressman Jamie Whitten, of Charleston, representing the Second District 
of Mississippi, has been a Member of the House since 1941 and is widely known 
for his work as chairman of the Agricultural Appropriations Committee. He 
recently returned from a trip abroad where he studied agriculture and defense 
economy and spoke to agricultural attachés at a marketing development con- 
ference held in Paris, France. Congressman Whitten is recognized as a national 
leader in agriculture. As a farmer, himself, he knows the business from every 
angle and is one of the best informed men on agricultural legislation, especially 
appropriations, in the country today. Any statement of fact or opinion ex- 
pressed by Congressman Whitten comes from an experienced and authoritative 
source, ) 


The Editor. 


BARTER PROGRAM 


Mr. Wurrren. There is one other thing I would like you to include 
here. I would like you to supply for the record the full details on 
the barter program of cotton. We might include other commodities 
in connection with that. I would like to know how much cotton has 
been bartered and what we have done with it. 

Mr. McLain. Over how long a period ? 

Mr. Wuirren. Since the information was last supplied. 

Mr. McLain. For the last year? 

Mr. Wuirren. The last year would be sufficient. 

Secretary Benson. By country? 

Mr. Wurrren. By country; yes. And what we are getting in turn. 

(The information requested will be found on pp. 182-191 of the 
appendix. ) 


SALES OF PUBLIC LAW 480 COMMODITIES BY RECIPIENT GOVERN MENTS 


Mr. Wurrren. There is another area, Mr. Secretary, where I find 
great difficulty in following the Department’s policy. 

Under Public Law 480 we virtually give away these farm commodi- 
ties, in that the local currencies that we get are used in those countries 
under such agreement as we may work out in connection with Public 
Law 480, 
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My attention has been called to the fact that in Spain they are sell- 
ing this cotton to their people for double the U.S. price. Of course, 
the 480 cotton and other commodities go to the governments. We are 
not giving these things to the people. We are giving them to the gov- 
ernments. The governments in turn are selling these commodities to 
their people. In Spain they are selling cotton that we give them to 
their people for double the U.S. price. 

Now, 480 is offered as a means to increase world consumption of these 
commodities. Yet, we are doing nothing to see that foreign govern- 
ments sell these commodities which we give them at anything like 
reasonable prices to their own people. 

Could we have for the record any inform: ition you have by country 
as to what they are in turn selling all of these various commodities that 
you are giving under Public Law 480 for to their own people? 

Mr. McLarn. Yes. 


(The information may be found in appendix, p. 205.) 

















SOURCE OF FINANCING FOR REA LOANS 
Mr. Wuirren. I am trying to speed this up, because I realize I have 
taken far too much of my share of the time. 

There are two questions I would like to ask you. 

Mr. Secretary, the President renewed a request which you made 
last year that the REA turn to another source of financing. This 
means, according to your last year’s recommendation, that the Govern- 
ment would release this billions worth of collateral as security for 
these loans to banks and other lending institutions. The Government 
would be guarantors of that paper, in effect, because of the collateral 
that you would turn loose and let them have. 

We had an investigation of this matter, and we have been unable to 
find within your own Department a single request by any REA asso- 
ciation, any REA director, or anyone else who is interested in trans- 
ferring this borrowing to private sources. 

Could you tell us where that originates and why it is that that is 
being sponsored? Who isthe proponent? It does not originate with 
the REA, so far as we have been able to find in our investigation, or 
your own Department. 

Secretary Benson. You mean the question of providing for an 
opening of the private money market—— 

Mr. Wuirren. Yes. 

Secretary Benson. For part of the REA financing? 

Mr. Wuirren. According to our investigating report of your own 
Department, Mr. Knox, with the Farm C redit ‘Administration, esti- 
mated that if this change were made the REA co-ops would have to 
pay 6 percent at least for this money, whereas now they obtaining it at 
2 percent. 

With that background, can you tell us where this desire originates 
and who sponsors jt Because we have been unable to find anything. 

Secretary Benson. I think, Mr. Chairman, that it has been more 
or less traditional that the Federal Gover nment, in initiating certain 
programs that were not available through private initiative, has usu- 
aily after the program gets started so it can stand on its own feet and 
is in a position so it can “get credit from other sources, the Government 
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has traditionally gradually stepped aside and let the private money 
sources finance the organization. 

That was true of the Farm Credit Administration you remember 

years ago. Originally Government capital was put into Federal land 
banks. the production credit associations, the banks for cooperatives. 
In the case of the first two I think all the Government credits are 

aid back now, the land banks and the PCA, and a good part of the 
fei for co-ops. 

A number of us feel that the REA program has arrived at a state 
where it is in a strong position financially and otherwise and that 
now is the time we ought to look for an orderly transition from Gov- 
ernment to private financing. We just think that is good business, 
and it is in line with tradition in the Government. 

Mr. Wuirren. In your first illustration about Farm Credit, I think 
you would agree that operation was written into the law originally. 
In that case, the Farm Credit Administration Act setting it up pro- 
vided for the change that you have mentioned ; did it not ? 

Mr. Farrineton. I do not believe the original act did, Mr. Chair- 
man, except perhaps in the case of the Federal land banks, and I would 
have to review that. 

There was additional legislation for the banks for cooperatives, and 
I believe originally too the Production Credit. 

Mr. Wuirren. I would be glad for you to take your time and pro- 
vide for the record the true situation with regard to that. 

(The information requested follows :) 

As to capital, provisions were made in the original law for borrower owner- 
ship of the production credit associations and the Federal land banks, but 


not for the banks for cooperatives, the Federal intermediate credit banks, or 
the production credit corporations. 


As to borrowings, all of the farm credit institutions had authority to borrow 
money from outside sources subject to the approval of the Governor of the 
Farm Credit Administration. It was necessary, however, for additional legis- 
lation to authorize the district banks for cooperatives to issue debentures. 

Mr. Wuirtrten. Mr. Secretary, the fact which disturbs me about it 
is that there definitely would be a tremendous increase in the cost of 
money to the REA co-ops as against the present. The Government 
would be obligated to a larger amount for the reason that we were 
turning over all this collateral that we have as security for these loans. 

I have seen the private power companies determined to take away 
the right of the TVA to regulate power rates to consumers, sales rates 
for power to the consumer, showing that they were willing for any- 
body to get the money if you could just make the TVA retail user pay 
a high price. 

I know that is a long-time belief by many of the private power com- 
panies. Naturally it leads me to believe that that is really what is 
behind this. 

Have the private power companies contacted you ? 

Secretary Benson. They have made no representations to me, Mr. 
Chairman. 

Of course, I think most any one of the REA’s would admit that 
when the organization becomes reasonably strong in their financial 
position that it is no more than reasonable that it should pay the cost 
of its borrowed money—at least the cost of the money borrowed from 
the Government. 
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Mr. Wuirren. That is a little different from the recommendation 
though. 

Secretary Benson. This does not only apply to REA but other 
agencies also that are getting credit through the Government. 

At the present time, fully 50 percent. if not a little more of the 
power generated is used by nonfarm people. Three out of four of 
the new borrowers or new consumers that are added are nonfarmers. 
And it seems to me it is a question of whether we want to set up a 
great public power agency. 

This was set up originally to serve farmers. Ninety-five percent of 
the farms are electrified now with central station service. We do 
not want to do anything that is going to weaken the service, but I 
believe we have reached a point where we can gradually make a tran- 
sition as we have done in other programs and eet this agency standing 
on its own feet and in more complete control ‘of the farmer users. 

That has been my personal feeling, and I think that has been the 
thinking of the President and some others. 

Mr. Hamil is here. I would be glad to have him express himself. 
He knows how the people feel out in the country because he is con- 
tacting them every week. 

Mr. Wuirren. I do not mean to cut Mr. Hamil off in the least, and 
if you wish, we will hear him. 

My question was where this originated, and I believe your testimony 
is it originates with you and the Department so far as—— 

Secretary Benson. Well, I cannot remember offhand the genesis of 

, frankly. We have been talking about it, I know, in the Depart- 
ment, for, oh, 2 or 3 years I guess. 

Mr. McLarty. Yes. 

Secretary Benson. And I think it was discussed with some of the 
REA cooperatives themselves by Ancher Nelsen before Dave Hamil 
came in. 

We have never set it asa firm policy that it is a thing that must. be 
done, but we have raised the question whether we have not reached 
the point where it ought to be seriously considered. 

Mr. Wuirren. I think at this point I should point out that the 
REA Act itself does call on the associations to give area coverage, 
which puts an additional burden on them as against private companies 
who do not have that same problem. The fewer farmers in the land, 
and your policies are making them fewer—the further apart they live. 

There are two things, in view of my taking up so much time, that 
I am going to ask you to put in the record. 



























COMPULSORY POULTRY INS 














SPECTION 





One, I would like for the record to show the story on this poultry 
inspection—what you are doing and why, and so forth and so on. I 
want that in the record at this point. 

(The information requested follows :) 


MANDATORY POULTRY INSPECTION 





Healthy poultry killed in sanitary plants is necessary to guard against the 
marketing of diseased and unwholesome products which could be dangerous to 


the health of consumers and poultry workers and adversely affect the economic 
welfare of the poultry industry. The poultry processing industry has expanded 
rapidly during the past decade, and now supplies a large portion of the Nation’s 
food products to the consuming public. Because this industry is highly com- 
petitive and at times economically marginal, unethical practices sometimes 
develop with respect to sanitation and edibility of the products. In recognition 
of this, the Poultry Products Inspection Act was enacted August 28, 1957. The 
law provides for compulsory inspection, at Federal expense, after January 1, 
1959, for poultry and poultry products moving in interstate and foreign 
commerce. 

Work was undertaken immediately to develop plans and procedures for ad- 
ministering the law. This included revising the regulations which were in effect 
for the voluntary program to include requirements under the new law, surveying 
the poultry industry in the United States to determine the size and scope of the 
job to be done, and determining personnel requirements to administer the law 
most effectively. 

Mandatory poultry inspection, pursuant to the act, was initiated on May 1, 
1958. By June 30, 1958, 206 plants were receiving inspection under this author- 
ity. In addition, 150 plants were being inspected under the voluntary or fee 
service. The 356 plants included 262 evisceration and slaughter plants. Prior 
to May 1, 1958, all poultry inspection was provided on a fee basis. The total 
appropriation available in 1958 for poultry inspection was $1,610,000 including a 
supplemental appropriation of $1,300,000 for implementation of the new law. 

On January 1, 1959, the law became mandatory on all poultry plants engaged 
in interstate commerce. For fiscal year 1959, an appropriation of $6,500,000 was 
provided in the regular appropriation act. A supplemental estimate has been 
submitted for an additional $1,190,000, of which $590,000 is to cover the increased 
costs resulting from the Federal Employees’ Salary Increase Act of 1958. The 
total funds estimated to be available for 1959, therefore, is $7,715,000, including 
a $25,000 adjustment in the base to redistribute funds for grading, inspection, 
and standardization. 

A plant-by-plant survey completed in late November 1958 indicated that about 
950 plants would be subject to the act after January 1, 1959, the date the law 
would become fully effective upon all poultry moving in interstate commerce. 


The following tables reflect these plants by type and by State: 


Poultry Products Inspection Act plants subject to the act by type 


Evisceration:: 
Year-round, full-time 
Year-round, intermittent 
I SRN rsa sieuy as av vlc eu ean Alias ocean 
Seasonal, intermittent 
Slaughtering 


Total, evisceration and slaughtering 


Canning: 
Year-round, full-time 
Year-round, intermittent 
Seasonal, full-time 
Seasonal, intermittent 
-ackaging 


Total, canning and packaging 
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Plants subject to the act by geographical areas 


daslitiatateteangh | 4 T 

Eviscer- | Canning | 

Area and State ation and jand pack- 
slaughter aging 


| 
| 
| 
| 


| Eviscer- | Canning 
Total | Area and State ation andjand pack-| Total 


slaughter} aging 


} 


Philadelphia: | Chicago: 
Connecticut arcu 2 | 13 Illinois 24 
Delaware : 2 | 14 || Indiana 28 | 
Massachusetts___.--- 20 || Kentucky 7 
Maryland - - : : 4 | | Michigan __-_- = 13 | 
Maine | q 5 | BEMOGnT.>.5\.coasdeq 32 | 
New Hampshire -_---| 5 | |} Ohio 37 
New Jersey f 29 | Wiscunsin tegen 27 
New York 5 5 |] i— . 
Pennsylvania_____- 33 | { Total for area 
Rhode Island______ Sees : 

Wee. . 5c. eu 25 | 5 r Des Moines: 
Vermont. ae at Colorado. - - pane 
West Virginia...._.--| | Iowa Shee caeceekel 
— - - —| = Kansas. 
Total for area_.--| . Minnesota---_-_--- 
= : North Dakota_- 

Atlanta: | | | Nebraska-. 
Rg is 2 | South Dakota 
IO i cae atta ‘ | 
Georgia ; 38 | Total for area__-- 
Mississippi ona 3 
North Carolina--_-._-- a i... ‘ 2 || San Francisco: 

South Carolina. -_-_-__. q Arizona aa 
Tennessee § ; California... _-- 
. DS ees ee 
Total for area_._- ENTE a ciceveses 
“= =---| —— —|— | EN ee 
Dallas: ] eS ae 
3 Washington. --.-_...-- 








Total for area__-- 
Oklahoma. -......... 
Total for ali areas_ 


Total for area__-_-| 








Based upon this information, it was determined to be impracticable at this 
time to provide continuous resident inspection to all plants subject to the act. 
Accordingly, under revised regulations effective January 1, 1959, certain proc- 
essing operations, such as canning and preparing poultry dinners, poultry pies, 
etc., were exempted under section 15 of the act from the continuous resident 
inspection requirement. This exemption is effective only through June 30, 
1960, and may be discontinued anytime prior to that date if it is found prac- 
ticable to extend service to these plants. Through this approach, first priority 
on available resources is being given to slaughter and evisceration operations 
where the determination is initially made as to the fitness of the poultry for 
human consumption. The legislative history indicates this to be the principal 
intent of the law. 

Although exempted from continuous resident inspection, these canning and 
packaging plants must meet the requirements of the sanitary regulations, be 
approved as to processing facilities and equipment, and must use in their 
operations poultry products that have been federally inspected or that have 
originated in approved exempt plants. Spot checks are made of these plants 
from time to time to assure that they are complying with the applicable re- 
quirements of the Poultry Products Inspection Act. These plants, however, 
may receive under the voluntary program continuous resident inspection for 
which they pay a fee. As of January 24, 1959, 100 packaging and canning 
plants were receiving this fee service. Sixty-seven of these plants had been 
receiving inspection service under the mandatory program prior to January 1, 
1959. Indications are that additional plants will apply for this type of service. 

By January 24, 1959, the Department was providing continuous resident in- 
spection service in 413 evisceration and slaughter plants. Action is underway 
to extend this service to 72 additional plants by the end of February. This will 
provide coverage of all full-time, year-round evisceration and slaughter plants 
for which blueprints have been approved through January 31, 1959. Extension 
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of service beyond this number would be financed by the requested supplemental 
appropriation of $600,000. Inspection service in some of these remaining plants 
would not be required until late in fiscal year 1959, or early fiscal year 1960, 
since their operations are seasonal. 

The 1960 budget estimate of $10,497,000 will provide for coverage on a full- 
year basis of all evisceration and slaughtering plants now indicated to be sub- 
ject to the law, as well as spot checks of canning and packaging plants. Nearly 
95 percent of this total budget will be spent in the field and almost 88 percent 
for work directly in slaughter and eviscerating plants. With respect to staffing 
for this activity, the total annual average employment is estimated as 1,780 
for 1960. One inspector mvst be provided for each line in order to make the 
necessary “bird by bird” examination required by the act. To make this ex- 
amination a total of 1,580 technical employees will be required in the plants. 
These include 625 veterinarians and 955 lay inspectors. 

With the resources available, the Department believes that it is providing 
maximum protection to the poultry industry and consumers of poultry products. 


CONSERVATION RESERVE PROGRAM 


Mr. Wuirten. In addition to that, I would like for the record to 
show the pertinent provisions of the appropriation act last year on 
conservation reserve. I want the full story carried as to what has 
been done to implement those limitations and restrictions in the law. 
We went along with Mr. Farrington to increase the appropriation 
for his Department. I want to know who he has assigned to this 
job of enforcing the law in that respect. 

I am doing this. when I would really like to go into this rather 
thoroughly, but circumstances do not give me the time. 

Secretary Benson. We will be glad to provide it. 

(The information requested follows:) 


DEPARTMENT OF AGRICULTURE AND Farm Crepir ADMINISTRATION 
APPROPRIATION Act, 1959 


Som BANK PROGRAMS 


CONSERVATION RESERVE PROGRAM 


For necessary expenses to carry out a conservation reserve program as au- 
thorized by subtitles B and C of the Soil Bank Act (7 U.S.C. 1831-1837 and 
1802-1814), $200,000,000: Provided, That not to exceed $16,000,000 shall be avail- 
able for administration expenses of which not less than $12,750,000 may be trans- 
ferred to the appropriation account “Local administration, section 388, Agri- 
cultural Adjustment Act of 1938”: Provided further, That no part of this ap- 
propriation shall be used to enter into contracts with producers which together 
with contracts already entered into would require payments to producers (in- 
cluding the cost of materials and services) in excess of $375,000,000 in any 
calendar year, and for purposes of applying this limitation, practice payments 
shall be chargeable to the first year of the contract period: Provided further, 
That no part of these funds shall be paid on any contract which is illegal under 
the law due to the division of lands for the purpose of evading limits on annual 
payments to participants: Provided further, That hereafter no conservation re- 
serve contract shall be entered into which provides for (1) payments for con- 
servation practices in excess of the average rate for comparable practices under 
the Agricultural Conservation Program, or (2) annual rental payments in excess 
of 20 percent of the value of the land placed under contract, such value to be 
determined without regard to physical improvements thereon or geographic loca- 
tion thereof. In determining the value of the land for this purpose, the county 
committee shall take into consideration the estimate of the landowner or opera- 
tor as to the value of such land as well as his certificate as to the production 
history and productivity of such land. 
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STATEMENT EXPLAINING IMPLEMENTATION OF LIMITATIONS IN 1959 APPROPRIATION 
ACT 


Pamphlet entitled “A Summary of Provisions and Operating Procedures, the 
1959 Conservation Reserve of the Soil Bank” which was made available to all 
agricultural workers having an interest in the program dealt with all of the pro- 
visions under which contracts were written. The provision limiting payments 
to 20 percent of land value is explained under the paragraph dealing with the 
determination of maximum farm payment rates. The conservation reserve prac- 
tices offered are also explained. 

Soil Bank Notice 159, sent to all ASC State and county offices, explains the 
provisions which govern all contracts written after the new provisions became 
law. 

The County Conservation Reserve Handbook, 1-SB, contains the ASC county 
operating instructions. Instructions relative to applying the 20 percent of 
land value limitation are covered. This handbook illustrates how this was 
handled on whole-farm units. It shows the method used in complying with 
these provisions on part-farm participation. 

Form CSS-853, Request for Establishment of Maximum Farm Payment 
Rates and Application for Contract, requires the applicant to state his estimate 
of the value of the land being offered and furnish other information to assist the 
county committee in appraising the productivity of the land offered. The word- 
ing of the law has been reproduced in the first paragraph under “General Infor- 
mation.” All farmers negotiating 1959 contracts signed this form and it is on 
file in the county ASC office. Some general publicity on this is also included. 

We believe that the steps taken did prevent any land being placed under 
contract in 1959 that was in excess of 20 percent of the farmer’s estimated 
value of the county committee’s estimated value of such land determined with- 
out regard to physical improvements thereon or geographic locations thereof. 


THE GENERAL COUNSEL 





STATEMENT OF 


A separate staff has been established in the Washington office of the Office of 
the General Counsel to perform the legal work in connection with the soil bank. 
This staff is under the supervision of Mr. Claude T. Coffman, and consists of three 
other attorneys besides Mr. Coffman. In addition to this separate staff, the 
services of other attorneys in the Washington office are drawn upon where the 
soil bank work is interrelated with the work on other programs such as the 
acreage allotments and marketing quota program, and the agricultural conserva- 
tion program. In the field, legal work in connection with the soil bank is handled 
by the field offices of the Office of the General Counsel. 

The House Committee on Appropriations, in its report on the current appropria- 
tion act, directed that 50 percent of the funds transferred from the conservation 
reserve appropriation to the Office of the General Counsel should be used for the 
specific purpose of checking contracts to determine legality in cases where actions 
may have been taken to exceed limitations in the act or administrative regulations 
or whether there may have been misrepresentation in fixing rates or other con- 
tract terms. 

The General Counsel’s Office has taken the following action in connection with 
this directive: 

(1) In order to obtain all available information on the specific contracts in 
Deaf Smith County, Tex., which were referred to in the hearings by this commit- 
tee last year, an attorney visited Deaf Smith County and made further inquiries 
as to the circumstances under which those contracts were approved. 

(2) The Office of the General Counsel subsequently reviewed in detail each of 
these cases, as well as the contracts in New Mexico and California referred to 
in the hearings of this committee, and rendered an opinion to the Administrator 
of the Conmmodity Stabilization Service as to the legality of these contracts. 

(3) A memorandum was sent to the Administrator of the Commodity Stabiliza- 
tion Service calling his attention to this directive of the committee, and pointing 
out that since the General Counsel’s Office does not have the staff or facilities 
to conduct field investigations to uncover instances of violations of the regula- 
tions, the General Counsel’s Office must necessarily rely on the Commodity 
Stabilization Service to bring to its attention any contracts with respect to which 
a question arises. It was requested that the Commodity Stabilization Service 
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refer to the General Counsel’s Office for consideration any cases in which there is 
a possibility of a violation. 

(4) An attorney made a field trip to Georgia to review with local officials there 
certain conservation-reserve contracts, under which the land is to be devoted to 
timber, to see whether those contracts constituted a device by the farmers and 
timber companies to evade the $5,000 limitation. 

(5) Attorneys have reviewed a number of individual applications for con- 
tracts to determine whether such contracts would violate the $5,000 payment 
limitation. Some were approved; others were rejected as being in violation of 
the limitation. The General Counsel's office has also reviewed several Compliance 
and Investigation Division reports relating to possible misrepresentation by pro- 
ducers with respect to payments claimed under the conservation-reserve program. 

(6) There are approximately 45 soil-bank cases, i.e., acreage reserve and 
conservation reserve, pending in court, of which approximately 36 involve claims 
by the Government for forfeiture of payment or civil penalties for violations 
of limitations against harvesting or grazing or mistreatments of tenants, or mis- 
representations. There are also pending in this office six claims which are being 
prepared for submission to the Department of Justice. 


Mr. Wuirren. I am not trying to limit other members from asking 
about these particular things, but I do think I should pass the witness, 
You might go ahead with the witness, Mr. Marshall. 


PROCEDURE FOR DETERMINING CONFLICT OF INTERESTS 


Mr. Marsuautw. Mr. Secretary, from time to time people have asked 
me as to what the policy is in connection with people who have been 
affiliated with the grain business and later come in to either an ad- 
visory capacity or an administrative capacity with the Department 
of Agriculture. 

Their question revolves around this: How do they separate their 
private business operations from the Department activites? And I 


suppose more specifically it might be asked as to what does the De- 
partment do in reviewing activities on the part of these individuals 
to determine whether or not they have separated their official work 
from their private business. 

What do you do? What is your policy? 

Secretary Benson. Mr. Marshall, we usually ask that our attor- 
neys—Mr. Farrington’s office—check to determine whether or not 
there is a conflict of interest, whether it be necessary for them to give 
up any holdings or any positions or anything of that sort in order 
to be ina position so they could objectively serve the Government in 
their capacity. 

That precaution is always taken, I think. I do not know of any 
exception. 

Bob, maybe you would like to comment on it. 

Mr. Farrinetron. The Department of Justice some years ago, Mr. 
Marshall, put out a set of standards which should be followed in ap- 
pointing ‘people to advisory committees. That is pretty well known 
throughout the Government. 

Mr. Marsuary. Mr. Chairman, might we have that put in the rec- 
ord at this point? 

Mr. Wuirtren. I would be glad to have that done. 

Mr. Marsuauy. That would help clear this matter up. 

(The information requested follows :) 

Excerpts from a letter from the Attorney General dated October 19, 1950: 

There must be statutory authority for the employment of such committees 
or there must be an administrative finding that it is necessary to utilize such 
committees to perform certain statutory duties. 
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“2 The agenda for such committees and their meetings must be initiated and 
formulated by the Government. 

“2 The meetings to be held must be at the call of and under the chairmanship 
of full-time Government officials. 

“4. Full and complete minutes of each meeting must be kept. 

“5. The functions of such committees must be purely advisory and any deter- 
minations of action to be taken must be made solely by Government representa- 
tives.” 

The Department regulations, which are based upon, but not identical with, 
the standards suggested by the Department of Justice, are as follows: 































“SecTION 3. PusLIc ADVISORY COMMITTEES 





“915. Nonapplicability of regulations—The regulations outlined in this section 
do not apply to any advisory committee consisting wholly of U.S. Government 
employees. Nor do they apply to any advisory committee, no matter how com- 
posed, for which the Congress has by statute specified the purpose, composition, 
and conduct (such as selection of chairman and holding of meetings), unless the 
Congress has delegated the power to prescribe rules for such a committee. 

“916. Organization and utilization.—All agencies shall, in their utilization of 
public advisory committees be governed to the extent consistent with law, by the 
following rules: 

“(a) Such committees shall be specifically authorized by statute, or the Secre- 
tary shall find that such committees are necessary in connection with the per- 
formance of certain statutory duties. Should such a finding be necesSary the 
head of an agency shall submit such a request to the Secretary, providing infor- 
mation on the statutory duties involved, the length of time the services of such a 
committee will be necessary, and any other information pertinent to the appoint- 
ment of such a committee. 

““(b) The functions of such committees shall be solely advisory, and any deter- 
mination of action to be taken, based in whole or in part on such advice, shall 
be made solely by the proper Department official or officials. 

““(c) Committee meetings shall be initiated by the Department and the agenda 
for the meetings shall be formulated by the Department, except for other than 
industry advisory committees when the Secretary finds that this requirement 
would render effective utilization impracticable. 

(ad) The meetings shall be at the call of and under the chairmanship of a full- 
time salaried Department official, except for other than industry advisory com- 
mittees when the Secretary finds that this requirement would render effective 
utilization of the committee impracticable. In such a case, a full-time Depart- 
ment official shall be present at all meetings. 

“917. Legal liabilities—All members of, and participants in public advisory 
committees subject to these regulations shall be notified that the Department of 
Justice has freedom to institute procedings, either civil or criminal, or both, in 
the event that any meetings, acts, or commissions to act are used to accomplish 
ends contrary to law. 

“918. Minutes of meetings.—Minutes of each meeting shall be for administra- 
tive use only, shall be kept and such minutes shall be certified by the Department 
representatives as to whether or not they are accurate, except for other than 
industry advisory committee meetings when the Secretary finds that this require- 
ment would be impracticable. 

“The minutes should constitute a record of all essential actions that took place, 
and should record what was done rather than what was said. They should set 
forth the purpose of the meeting, the names and affiliations of the members 
present and absent, and the time and place of the meeting. 

“All the principal proposals should be recorded together with any disposition 
made of such proposals. In addition, the recorder should note any matters 
discussed which bear pertinently on the main issues under discussion. 

“There should be omitted from the minutes extraneous remarks, general com- 
ment endorsing proposals and other comment and discussion not bearing in 
material respect on the problem under discussion.” 


























HANDLING OF GRAIN IN STORAGE 










Mr. Marsnaty. Now, Mr. McLain, some little time ago—I am not 
sure just when—some of the policy was changed so that now the 
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warehouseman determines and notifies you when Commodity Credit 
grain is going out of condition in a warehouse. Is that not correct? 

Mr. McLain. Under the terms of the Uniform Grain Storage 
Agreement—that is what you are referring to? 

Mr. Marswau. That is right. 

Mr. McLain. If it goes out of condition he has the right to notify 
us. On the other hand, of course, we have inspectors that inspect it 
regularly, and, of course, if they find anything when they make their 
inspection, of course, it is reported immediately to our commodity 
office. 

Mr. Marsuauu. Well, say, as far as space is concerned, that the 
space is emptied and refilled and then again the grain goes out of 
condition and then the space is emptied and the space is filled again, 
and the grain goes out of condition again. Do you watch the turn- 
over with regard to warehousemen in determining that ? 

Mr. McLain. Under our current storage situation, Mr. Marshall, 
of course, we have problems in finding enough places to put our grain, 
or will have before this next season is over. 

I think what you are referring to is a desire on the part of some 
warehouseman to decide that their grain is out of condition and to 
demand shipping orders so they can refill and do it over again. Is 
that what you are referring to? 

Mr. Marsuatu. That is right. My question is this: Do you check 
that to see how often that occurs? 

Mr. McLain. Oh, yes. When a man says his grain is out of condi- 
tion, it is checked. I mean we do not take his word for it. It is 
checked by our own inspectors. 


Mr. Marsnwauy. If you had an occurrence where grain was, we will 
say, turned over in the course of a year so that that a might be 


emptied and filled as much as four times, would you 
like that to determine—— 

Mr. McLatn. I think if it was evident he was doing it for this pur- 
pose and for this purpose only we would, yes. 

Mr. MarsHaui. Would you not think if he emptied and filled that 
space in the terms of four or five times a year that it might be indicative 
that he might be doing that for the purpose of taking advantage ? 

Mr. McLarn. I would think if it were done four times a year there 
would have to be some unusual reason for it. If you have a specific 
instance of this type or investigators have found an instance of it, 
we would be glad to follow through on the specifics and see what the 
reasons were if such did happen. I think that would be very unusual 
if it happened at all. 

Mr. Marsuatu. Do you watch for such instances as that? 

Mr. McLain. Yes, we do. Our commodity office directors do. 

Mr. MarsHatu. They are directed to do that ? 

Mr. McLain. Yes. 

Mr. Marsuau. So if they failed to do it, it would be negligence 
on their part? 

Mr. McLarn. If they failed to do it without some reason for having 
it. 

Mr. Marsa. I do not intend to take up the time now, but later 
on when the Commodity Credit people come up I would like to make 


ag something 














60 


a comparison between the costs of handling a bushel of grain when 
this administration took over as compared to what it was last year. 

Mr. McLain. We would be glad to. 

Mr. Marsuatu. I am asking for that upon a bushelage basis. 

Mr. McLarn. Yes. 

Mr. MarsHau. Because it seems to me that is a better indication 
of what costs would be. 

Mr. McLain. That would be very simple. The rates of the Uni- 
form Grain Storage Agreement have been changed a couple of times, 
of course, in the last 6 years, and a time or two ahead of that, and, 
of course, the rate on the Uniform Grain Storage Agreement pretty 
well determines what the warehouseman gets under the program. 

Mr. Marsuatu. [ think you are pretty ‘well aware of what I will 
be asking for in that regard, so that you might be forewarned a little 
about it. 


Mr. McLary. All right 






Revision oF Parrry INDEXES 

Mr. Marswautu. Now, I presume it is the chairman’s intention to 
go into this matter much further tomorrow, Mr. Secretary, but since 
it is rather timely and, as I understand it, you may not be here tomor- 
row, I thought you might be interested in the papers that came into 
my Office this mor ning. 

Here is the Little Falls Daily Transcript, of Saturday, January 31. 
There is a picture of you. It says, “Changes May Cut U.S. Farm 
Income.” That is one. 

These, by the way, are the dailies of my own particular district. 

Here we have the St. Cloud Times, of January 31. “Parity Base 
Revision May Cost Farmers Millions.” 

Then we have the Brainerd paper, the Brainerd Daily Dispatch, 
and on the front page of that it says: “Farm Prices May Be Cut 
Millions. Benson Announces Changes in Method of Figuring Price 
Support Levels.” 

Then the market page of the Minneapolis Star, of Saturday. Jan- 

31, which is not in my district but which covers quite a good 
share of the district. We have here this headline: “New parity plan 
may slash farm income. Farm income may be cut by millions of dol- 
lars by change in figuring agricultural price supports. Secretary of 
Agriculture ‘Benson announced changes in the surprise administra- 
tion action Frid: ay.” Then it goes on to tell about it. 

Mr. Wuirren. Would the gentleman yield to me at that point ? 

Mr. MarsHatu. Yes. 

Mr. Wuirrten. I have had the staff of this committee get in touch 
with the people in the Department of Agriculture as to w hat the effect 
of this change in parity base would be. The estimate of your statisti- 
cal branch is that the reduction on cotton would be about 1 cent a 
pound on an estimated 12 million bale crop, which would cost. the cot- 
ton farmers $60 million. 

Wheat, at 3 cents per bushel, figured on 1.1 billion bushels, would 
be reduced $33 million. 

Rice, at 14 cents per hundredweight, based on 51 million hundred- 
weight, would be cut $7 million. 
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Peanuts, at .4 cents per pound, based on 1.450 billion pounds, would 
be cut $6 million. 

Tobacco, flue-cured, with the effect of reducing price supports 1.9 
cents per pound, on 1.1 billion pounds, would be $21 million. 

Milk and butterfat cane together they estimate would reduce 
price supports $55 million. 

The total reduction in price support levels would cost as a rough 
estimate about $182 million. 

Now, it is to be noted here that this would not have any effect on corn, 
since the law of last year changed corn so that it is tied to the per- 
centage of the last several years. 

I thought you might be interested in that, and I wanted those 
figures to be in the record at this point. They come from the De- 
partment. 

Secretary Benson. Mr. Chairman, I would simply repeat what I 
said this morning. This committee, I think, or the Congress, author- 
ized funds for a technical study of our price indexes with the thought 
in mind of keeping them up to date, making them as accurate as pos- 
sible and so they could reflect true conditions as best as possible. 

The revision of these indexes is done periodically. It was done in 
1950. It is simply a matter of good statistical practice. We expect 
our technicians to do the job. We did not know what their findings 
would be. We had no indication of it. And certainly they have 
done the job as best they could. They are career people. Whether 
the results had raised support levels or lowered them, they would 
have been as nearly accurate as technical people were able to make 
them, and I would have stood by them no matter which way they 
had gone, because I have confidence in these technical people. 

Mr. MarsHatu. On the basis of these headlines that we have in the 
‘papers on the figuring of these parity prices, and so on, that is a 
matter of calculation in the Department, by technicians in the De- 
partment of Agriculture. But there is more to it, is there not? It is 
a matter of depending in many instances, is it not, on what the admin- 
istration policy is going to be as related to price supports which 
cannot be determined at thistime? Is that correct ? 

You have authority in your setting of the price-support levels that 
you use parity as a guide, but it is not mandatory for you to follow 
the parity supports as far as setting your price supports? You have 
discretion ? 

Secretary Benson. Yes, there are some exceptions, of course, Mr. 
Marshall, many different ways of handling price supports varying 
with individual commodities. 

Mr. Marsuatu. The only interpretation that these people who 
were writing these items could possibly have would be to assume that 
you were going to lower price supports? That would be the assump- 
tion ? 

Secretary Benson. Well, of course 

Mr. MarsHatu. Otherwise they could not assume the farmers would 
lose millions of dollars on the basis of this article, could they ? 

Secretary Benson. Well, of course, interpreting it another way, 
you could say that the fact that our technicians did not make these 
revisions earlier, that the price support level was probably higher 
last year than the facts would justify. We do review them period- 











ically. Some people think we ought to review them oftener than 
every 6 years. It is a rather expensive operation, though, to review 
them. This isthe first revision since 1950. 

The 1950 revision resulted in some adjustment downward at least 
for some commodities I remember. I forget the percentage, but there 
was some downward revision on some commodities I remember dis- 
tinctly. 

Mr. Marsuwatu. Every person can draw his own conclusions on 
statements and what is said, and apparently these reporters who have 
written these articles have drawn their own conclusions. But it seems 
that the conclusions that most of them have drawn are that the policies 
of the Department will mean that they will lose millions of dollars 
by the figuring of these. 

Secretary Benson. Our technicians, of course, made the calcula- 
tions and made the release. It was in one of our regular price re- 
ports, monthly price reports, when the release was made. 

Mr. Marsuaty. This section ought to be placed in the record. It 
is item (¢c): 

The parity index as of any date shall be the ratio of (i) the general level of 
prices for articles and services that farmers buy, wages paid hired farm labor, 
interest on farm indebtedness secured by farm real estate, and taxes on farm 
real estate for the calendar month ending last before such date, and (ii) the 
general level of such prices, wages, rates, and taxes during the period January 
1, 1910, to December 31, 1914, inclusive. 

Would you care to comment on that, Mr. Secretary? You have 
considerable latitude. 

Secretary Benson. Of course, we are required by law to make these 
calculations, and we have people who are technically trained to do 
that. 

Mr. Wells did not make the calculations. It is true the people in 
his section or his division did. But they are the technical people, and 
they do the work, and we are complying with the law that the Con- 
gress prescribed for the figuring of these. 

Naturally there has to be a revision occasionally because the things 
which farmers use in their production vary in weight and importance 
as well as in number. 

For example, there was a time when wagons were given a great 
weighting, but no longer. And fertilizers have a much heavier 
weighting today than they did 20 years ago. 

So we have to change these occasionally if they are going to be 
meaningful at all. 

In my judgment, if this technological revolution that is underway 
continues we may need to revise these more than every 6 years. 

I think it has been an objective job as far as I know, and certainly 
no one in my office to my knowledge has attempted to influence them 
one way or the other. I did not even know that this was coming 
out until a day or 2 before they were ready to announce it. They 
had completed their calculation, and they made the announcement 
themselves as a regular price report of the Department. 

So I think it has been an objective and an honest job by devoted 
public servants, career people, without any influence by my office. 

Mr. Marswatu. Do you think by doing this that this is going to 
help the farm picture from an income standpoint ? ; 
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Secretary Benson. Well, it is certainly not going to be advisable 
to manipulate a measuring rod which the Congress has provided for 
any purpose. It ought to be objective and honestly done if we are 
going to use it. 

Mr. Marsuatu. Now, I was quite happy when I read in this release 
that the index figure had remained at 82 and parity ratio, and then 
when I got to digging into it further I found it would have been 
probably about 79 instead of 82, so my first thought was that my con- 
dition improved, and, following further, I found not. 

Secretary Benson. Of course, in reality, gentlemen, this index 
means less today than it did 20 years ago, because of the tremendous 
changes that have occurred in agriculture. It’s almost a physical 
impossibility to keep it up to date, make it meaningful, and relate it 
way back to a base period of 1910 to 1914, 45 years ago. 

Mr. Marsuatu. I realize that things have changed much from what 
they were 20 years ago. In my own farming operations I find many, 
many things we have to spend money for today that we did not in 
the period 20 years ago. 

Secretary Benson. That is true. 

Mr. Marsuauu. The cost of machinery, the cost of repairs are all 
things which are much more expensive today than they were 20 years 
ago. 

TGeiretaey Benson. That is right. 

Mr. Marsuat. I find as far as our costs of government are con- 
cerned locally that there has been a terrific increase in 20 years. 

Secretary Benson. Yes. 

Mr. Marsuauy. And in my fixed costs, such as taxes, I frankly do 
not see much likelihood of my taxes decreasing in value for some time. 
The improvements we make in our local community are all things 
which are costly. 

So I, like a lot of my neighbors, are touchy about this matter of 
income. It seems we have a way of thinking in terms that that is the 
bread and butter in our mouths. 

Mr. Wuirten. Will the gentleman yield? 

Mr. MarsHatu. Yes. 

Mr. Wuirten. I talked to Mr. Wells, who told me that he took full 
responsibility for having prepared this—that it was under his super- 
vision and direction and he took full responsibility for it. That was 
yesterday. 

I invited him before the committee tomorrow. 

If I understood him correctly, they eliminated lots of items that 
heretofore have been carried or listed as those things that were 
considered that the farmer bought, and changed that list to include 
things that they now buy. 

This section which Mr. Marshall has put in the record, if I under- 
stand it correctly, requires that they relate the price of things that 
farmers buy and the prices farmers receive to the period 1910 to 
1914, with the prices then received and the prices paid for things 
they then bought. 

To reduce parity as you have, leaves it where Mr. Wells has said 
that the things the farmers now buy are cheaper in relation to the 
prices he receives than were the prices he paid for the things he 
bought in 1910-14 with regard to the prices that he then received. 

33913—59—pt. 15 





64 


Now, might I say I do not believe that. I believe that he can be 
honest, but he seul have very well failed to list the things that 
ought to be listed, or he could have eliminated those things that 
should not have been eliminated, or when he got through he could 
have very easily weighted this comparison of a horse with a mule, 
which is what you in effect have to do when you compare today with 
1910 to 1914. 

So there are ample places in there where by weighting, both in 
the determination of what items to include and what to exclude, plus 
the economist’s conclusions on comparing a period back there with 
a period now, it leaves it open to have reduced it 7 percent or in- 
creased it 3 percent, if I understand it. 

Now, I am going to give Mr. Wells a chance—we invited him for 
tomorrow—to go into detail in seeing what has happened. I thought 
it might be well to get that in at this point. 

Mr. Marsuauu. I realized, Mr. Chairman, that you had intended 
to take that up tomorrow, and I was only prompted to bring it up 
today because of this information appearing in the papers that cover 
my district. I knew the Secretary would be here today, and I wanted 
his comments. 

I would like to say further, Mr. Chairman, that I would be very 
happy if the Secretary would like to take these items from which 
I read the headlines and review them and put something in the 
record concerning his views of the publicity on this. 

Mr. Wuirren. That would be agreeable if satisfactory to the 
Secretary. 

Secretary Benson. I have no objection if it will help the commit- 
tee in any way. 

Of course, it is a technical job. Most of the people who run these 
calculations were in the Department long before I ever came there. 
But I have found that they do an objective and honest job as far 
as I am able to tell. 

Mr. Marsuatu. I think that—— 

Secretary Benson. Mr. Wells, if he comes before your committee, 
can certainly give you much more of the detail than I could. 

Mr. MarsHay. It would seem to me, Mr. Secretary, that that par- 
ticular part of it would be covered tomorrow. 

Secretary Benson. Yes. 

Mr. Marsnaryi. But this point that IT was concerned about was the 
fact. that this publicity is going out all over my district that the 
farmer is going to lose millions of dollars, and I though it was perhaps 
that part that you might be interested in making some comment about. 

Secretary Benson. I would be glad to do so if you would like me to. 

Mr. Marsuauy. If you so desire. That is simply a matter where 
I do not. think it is as much of a help to this committe as it is in trying 
toclear some of the atmosphere of understanding. 

Secretary Benson. Well, if we get any questions on it, of course, 
we will prepare a release on it. Or if there is further explanation 
necessary or need for clarifying it in the public mind, we will be very 
glad to follow through on something of that sort. 

This came out on the 30th, did it not? 

Mr. Rnopes. Yes, sir. 

Secretary Benson. Which was Thursday ? 

Mr. Ruopes. Friday. 
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Secretary Benson. Friday? Well, I held a press conference Fri- 
day afternoon and I did not get any partic ‘ular questions on it. But 
there may be a lot of questions in the minds of people, and we would 
be very glad to respond in anyw ay that will help clarify the situation. 

Mr. Marsuant. You see, Mr. Secretary, I face the electorate every 
2 years. 

Secretary Benson. I know you do. 

Mr. Marsuauyt. And I do want the people to have the 

Secretary Benson. Facts? 

Mr. MarsHauu. Facts in my district. 

Secretary Benson. We want to help you get them too. 

Mr. Marsa. I am sure that when they have the facts I profit by 
that experience. 

Secretary Benson. We can take these if you would like us to, Mr. 
Marshall, and direct a letter to you commenting on them, if you think 
that would be helpful to you. 

Mr. Wuirren. For the record, I would like to point out that earlier 
in this hearing I put into the record an article from today’s Wall 
Street Journal, in which it states that provisions have already been 
made for this reduction in the price of cotton coming from this change 
of parity to be paid out in increased cost by the textile mills. So there 
is no need of the consumer kidding himself that this in any way helps 
the consumer. As shown by that article, it would just increase the 
take of those between the farmer and the consumer. 

Mr. Natcher? 





EXPORT-IMPORT BANK LOANS 


Mr. Narcuer. Mr. Secretary, from time to time the Export-Import 
Bank makes loans to different countries with all of the money used to 
purchase agricultural commodities. I have the figures here for the 
years 1956-58 up to about August 15. 

The Export-Import Bank made loans to Japan and Austria and 
Peru, a series of loans to these three countries, totaling $317,250,000. 
The loans were used to purchase tobacco, wheat, barley, soybeans, and 
cotton. 

Now during this period of time, Mr. Secretary, $1,695,008 of this 
total was used to purchase tobacco. 

What is the procedure as to these loans? Do they discuss it with 
you, Mr. Secretary, or do they discuss it with any of the members in 
your Department as to the purchase of agricultural commodities, if 
any of these commodities are surplus commodities that we now have 
on hand ¢ 

Secretary Benson. You mean these are purchases made in this 
country by foreign countries? 

Mr. Natcuer. That is correct. 

coenanes Benson. Financed by the Export-Import Bank ? 

Mr. Narcuer. That is correct. 

Mr. McLarty. Mr. Clarence Miller will speak to that. 

Mr. Miuver. Mr. Natcher, the recipient country that receives the 
loan under an Export-Import Bank arrangement, while they present 
to the Export-Import Bank their general plans as to the agricultural 
commodities they are purchasing, obviously is not prev ailed upon to 
switch its desires from one commodity to the other, since this is 
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a strictly loan purchase arrangement. The Export-Import Bank takes 
the letter of credit in the recipient country rather than in a local 
U.S. bank, that being the only concession. But, generally speaking, 
the recipient country selects what materials they want to purchase 
under this loan. 

Mr. Natcuer. Now the thing I have in mind, Mr. Miller, is this: 
Assume, for instance, that Japan wanted to borrow the sum of $115 
million and this amount was authorized as a loan from the Export- 
Import Bank and that was broken down into the following parts: 
$1,695,008 for tobacco, $35,367,585 for wheat, $11,578,480 for barley, 
and $15,592,774 for soybeans. 

Now do they discuss this with any member in the Department of 
Agriculture as to the commodities and as to the amounts before this 
loan is agreed upon ? 

Mr. Muiter. The Export-Import Bank, to whom they make the ap- 
plication, confer for an agricultural survey as to the approximate val- 
ues of the commodities that they want to buy, the prices 

Secretary Benson. And the availability. 

Mr. Miter. And the availability; that is right. 

Mr. Narcuer. Now, Mr. Secretary, that gets us back to the point 
that I have in mind. When this matter is discussed, what procedure, 
if any, do you take from the standpoint of going into detail with 
them, especially from a standpoint of tobacco? Is any effort made to 
include any agricultural commodity in any of these loans? Or is 
it a matter of simply answering a series of questions as to the com- 
modities that you have on hand and as to whether or not you do 
have any to sell and, if so, the price? How far can you go, Mr. 
Secretary ? 

Secretary Benson. Well, I would have to refer that to Mr. Miller. 
Then the Bank has their own agricultural consultants. 

Mr. McLain. We also have our own credit program, of course, Mr. 
Natcher, which we operate within our own operations here, which is 
above and beyond this. 

But this, I think, Clarence, it should be said, is primarily the re- 
sponsibility of the Export-Import Bank, and they come to us for 
advice. They run their own business. We don't run it. But I 
think your point is: How much do we urge them to take specific 
commodities? That is your real question ? 

Mr. Narcuer. I want to know whether or not you urge them any. 
Do you see what I mean? In fact, Mr. Secretary, I say to you quite 
frankly I hope you do. 

Secretary Benson. We do every chance we get everywhere, and if 
we are missing a bet here I would like to know it. 

Mr. Natcuer. In other words, this matter has been up from time to 
time before another subcommittee that I serve on, and I think, Mr. 
Secretary, in all fairness to all of us that maybe this matter has not 
been pushed as much as it should be. 

Go right ahead, Mr. Miller. 

Mr. Minier. Congressman Natcher, I would say that we have other 
avenues where we can prevail upon the Japanese to take in this partic- 
ular case more tobacco, a little bit better avenue than in the Export- 
Import Bank. I am talking about barter which we have conducted 
with the Japanese, credit sales on CCC, trade promotional activities 
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which we carry on in Japan proper which have resulted in a greatly 
increased demand for American imports into Japan in this particular 
instance. 

Mr. Natcuer. Mr. Secretary, I wanted to point this out to you, hop- 
ing if you could see that our surplus commodities on hand are sold 
under these loans if possible. 

Secretary Benson. Lagree with you. 

Mr. Narcuer. The Export-Import Bank money, as you know is the 
money of our people, and these loans are made to these countries and 
benefit them considerably. 

I do hope that every effort will be made, and I say this to you quite 
frankly, to dispose of some of our tobacco as well as our other surplus 
commodities through this manner. 

Now let me ask you, this, Mr. Secretary, or Mr. Miller. 


SITUATION ON TOBACCO IN SURPLUS 


Mr. Miller, what is the situation as to tobacco at the present time 
from the standpoint of surplus? According to figures recently re- 
leased by the Commodity Credit Corporation, out of approximately 
$7,900 million worth of surplus commodities, tobacco is No. 2 as far 
as surplus commodities under loan. Wheat I believe makes up, or, 
rather, wheat, tobacco, and the other commodities presently under loan 
total a little over $2 billion. Wheat I believe is a little over $800 mil- 
lion, tobacco a little over $600 million under loan. Then there is the 5- 
billion-some-odd-million figure. The two figures together make up a 
total of about $7,900 million in surplus. What is the situation as to 
tobacco? What are you doing about it, Mr. Miller? 

Mr. Mirtier. Actually, when the figures show that, of the commodi- 
ties under loan, tobacco is the second or third largest, that is a little bit 
mislerding. Tobacco is not owned by the Credit Corporation and car- 
ried in its inventory. As the committee knows, we operate our price 
support in tobacco through cooperative associations. Therefore, the 
tobacco remains in loan collateral position until it is disposed of and is 
at no time taken over into the inventory of CCC except under extenu- 
ating circumstances such as a cooperative association going bankrupt 
or when we feel they are not aggressive in attempting to sell their 
tobacco. 

At the present time we are consuming more cigarettes than we 
have ever consumed before in history, and we are using progressively 
less tobacco per cigarette. 

Our stock positions in burley tobacco in 1955 were at an alltime 
high. We have decreased the inventory position in burley tobacco 
until at the present time it is about the fourth highest. We have now 
about 3.2 years’ normal using of tobacco stocks in the United States, 
and we need about 2.7. 

Flue-cured is in relatively the same position. According to the 
formula in the act, we have about a half year’s supply of tobacco of 
the two major kinds in excess of what is the desirable normal carryover. 

Mr. Narcurer. Now, Mr. Miller, as I understand the tobacco situa- 
tion, disappearance and production as far as burley for the past 2 
years are about even, would you say ? 

Mr. Mitirr. Disappearance has exceeded production, in the past 3 
years. 
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Mr. Narcuerr. In each of the past 3 years? 

Mr. Minuer. Yes, sir. 

Mr. Narcurr. What about dark tobacco? 

Mr. Minirr. In dark tobacco, I have the figures here. I will be glad 
to make them a part of the record. 

Mr. Narcurr. That would be fine, Mr. Chairman, to save time. 

(The information requested will be found on pp. 192-193 of the 
appendix. ) 

COMMODITIES IN SURPLUS 


Mr. Narciuer. In addition to that, Mr. Miller, and with the permis- 
sion of the chairman, I would like to have in the record at this point 
the figures as to your surplus commodities, the amounts on hand, and 
the commodities as of the present time, not only the ownership phase 
of it but the commodity situation on loan. 

Mr. McLarn. Yes. 

Mr. Narcner. Mr. Chairman, with your permission. 

Mr. Wurrren. We would be glad to have that in too. 

Secretary Benson. We will be glad to provide that. 

(The information requested will be found on pp. 194-195 of the 
appendix. ) 


OPERATION OF TOBACCO PROGRAM 


Mr. Miter. I would like to call attention, Mr. Natcher, in pass- 
ing, that the domestic consumption of cigarettes, while it was at an 
alltime high, 5.5 million, this year, the number of pounds of tobacco 
going into cigarettes has decreased from an alltime high in 1945 to 3.1 
pounds per 1,000 cigarettes to 2.75 this year. It is declining rapidly. 

Mr. Narcuer. Mr. Chairman, as a Kentuckian and one who knows 
tobacco and is interested in tobacco as well as the other agricultural 
commodities, you know full well that we are very much interested in 
disposing of as much surplus tobacco as possible. Are you doing every- 
thing that you can to dispose of this tobacco, Mr. Miller? 

Mr. Mirurr. Yes, sir. We have priced it, we think, at competitive 
world prices for American leaf tobacco. American tobacco is not the 
same commodity as South African 

Mr. Narcuer. Right at that point, Mr. Miller, you do have the 
authority to place this tobacco on the world market on a competitive 
basis? Isthat correct? 

Mr. Mitrer. Let me say first this tobacco is still technically and 
legally in the hands of the producer. While we can prevail upon 
them, we can use our greatest urgency to get them to reduce the prices 
of their inventory, they can refuse legally. 

Mr. Natcuer. Just as a matter of clarification as far as the record 
is concerned at this point, what is the distinction between tobacco and 
wheat, for instance, as far as placing it on the world market? You 
do have the authority to place wheat on the world market on a com- 
petitive basis? 

Mr. Miter. That is correct. 

Mr. Narcuer. Is that correct ? 

Mr. Miter. Yes, sir. 

Mr. Natcuer. Do you have the same authority as far as tobacco is 
concerned ¢ 























olad 


the 


nis- 
ont 
and 


11Sse 


the 


Ss- 
an 
CO 
3.1 


ws 
ral 


v- 


ve 
he 


1e 
78 


we 


69 


Mr. Miuter. No, sir, we do not, because we do not have it in in- 
ventory nor are we able under the present situation to get it in the 
inventor y except in very extenuating circumstances. 

Mr. Natcuer. Let me ask you this: Do you have any in inventory 
at the present time ? 

Mr. MitiEr. No, sir. 

Mr. Natcuer. You do not? 

Mr. Mitter. I beg your pardon. We do. We have some burley 
tobacco that we have taken over from one association that closed down 
last year. 

Mr. Natcuer. That is your Tennessee ? 

Mr. Mixer. Tennessee, yes. ‘Twelve million pounds. That is the 
first tobacco we have had in inventory now for some time. 

Mr. Narcuer. Mr. Secretary, as you well know, during the past 
several weeks tobacco meetings have been held down at the Depart- 
ment pertaining to burley, flue-cured, and dark tobacco. These to- 
bacco meetings were fine meetings. 1 attended the burley meetings 
and the dark meetings. 

[ want vou to know that the people in my State and in my section 
of the country who produce tobacco appreciate the fine cooperation 
that exists between the members in your Department and my people. 

Secretary Benson. Thank you very much. 

Mr. Natcuer. We have no conflicts. The one reason why tobacco 
has been successful and why we say, Mr. Secretary, that we don’t want 
you to bother it is because of the close cooper: ation between the pro- 
ducer, the man who deals in tobacco, and the people in the Depart- 
ment of Agriculture who work in this particular field. 

Now, we have fine cooperation. We have had no difficulty. The 
tobacco people and producers of tobacco, Mr. Secretary, would be the 
first to admit that a cut in acreage quota was necessary if it became 
necessary, and I for one know that to be true, because I introduced a 
bill at one time to restore an acreage reduction and the tobacco people 
in Kentucky informed me that the cut was necessary. 

Now, that is the system that we use as far as tobacco is concerned, 
and we do have complete cooperation between the Department and 
our people, and we appreciate it, and I want you to know it. 

Secretary Benson. Thank you, sir. 

Mr. Narcuer. Thank you, Mr. Chairman. 

Mr. Wuitren. Mr. § Santangelo. 

Mr. SANTANGELO. As a matter of fact, I just had a few questions, 
but Mr. Andersen would like to go so I will yield to him. 

Mr. Anversen. Thank you, Mr. Santangelo. 

I just want to say this, Mr. Chairman. I consider this a special 
hearing. Is it not? 

Mr. Wuirren. Yes. 

Mr. Anprersen. And, of course, the Secretary and his staff will be 
before us again sometime during the regular hearings? 

Mr. Wurirren. That is true. 

Mr. Anpersen. Mr. Chairman, I am going to delay any questions 
I have at this time until such time as we can go into the basic philoso- 
phy of the farm question when the Secretary and his staff are here 
for the regular hearings. 
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Mr. Wuirren. Do you have some views on that yourself, Mr. 
Andersen ? 


Mr. AnpEerRsEN. Very decided views. 
Mr. Wurrren. That will be all right, sir. 











SCHOOL-LUNCH PROGRAM 


Mr. Sanranceo. Mr. Secretary, I had the privilege in November 
of attending a 3-day conference in Philadelphia participated in by 
the directors of the school-lunch program and participants in the 
school-lunch program. And one thing exercised them considerably ; 
they were in a state of ferment. 

They advised me that they had been told by your Department that 
in the school-lunch program during the latter part of the year there 
would be available to them red meats, and then they heard that the 
Department was not purchasing the red meats and that they were not 
going to get them. 

I did not communicate with you at that point but I did communi- 
cate with the chairman, Mr. Whitten, who I understand has taken it 
up either with you or with members of the Department. 

Now, as I understand it, there were about $35 million of funds 
transferred from section 32 for the purpose of purchasing red meats 
and other articles of food. 

Now, I would like to ask you, sir, What is the sti atus of the $35 mil- 
lion additional appropriation out ‘of section 32 and have you done 
anything with respect to meeting the promises, so to speak, of your 
Department to the people of the school-lunch program as to the 
supplying of red meats for the second part of the school year? 

Secretary Benson. I would like to turn to Mr. Lennartson who 
can give that. 


Mr. Wuirren. Mr. Lennartson, will you give your name and posi- 
tion in the Department ? 

Mr. Lennartson. Roy Lennartson, Deputy Administrator of the 
Agricultural Marketing Service. 

Mr. Santangelo, as of today we have spent approximately $27.5 
million of the $35 million transferred for this purpose. 

With that $27 million we have purchased primarily animal-protein 
items—some 24 million pounds of turkeys, 514 million pounds of 
dried egg solids—and we are continuing purchases. We also con- 
summ: ited purchases of about 20 million pounds of ground pork and, 
in addition to that, 2 supplementary items of applesauce and apple 
slices, 17 million pounds, and a small quantity of blackberries. 

We are continuing the egg purchase program. In recent weeks we 
have not had offerings of turkeys at prices in line with the going mar- 
ket. There is a speculative interest in the turkey market t at the pres- 
ent time. We have discontinued pork purchases as of today in view 
of the fact that the pork product we are buying cannot be carried 
over from this school year to the next. We do not want to endanger 
the delivery periods for the balance of the year by buying additions al 
quantities at this time. 

Mr. Santrancero. Apart from the pork, is there any other red meat 
you are buying for them? 

Mr. Lennarpson. No, there is not, because during the fall the mar- 
ket both on beef and pork prices were relatively high, high to the pro- 
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ducer and high to the consumer, so we have been very reluctant, to 
inject substantial buying programs into the market to bid against the 
short supply that was available to consumers. 

Mr. Santanee o. Is it true, sir, that you did tell the people of the 
school lunch program there would be available for them some red 
meats and upon your assurance that there would be they set up their 
program to provide red meat and their prices were set on that basis? 

Mr. Lennarpson. No; essentially what we told the school lunch 
people was that in view of the fact that the $15 million section 6 funds 
would be used for purchasing canned vegetables and fruits, such as 
tomatoes and peas and beans, and citrus, we would reserve the $35 
million primarily for the purchase of animal-protein type of items in 
the event market conditions would justify moving into the market 
without embarrassing: 

Mr. Winrren. Would the gentleman yield? 

Mr. SAntTanceE.o. I yield to » the Chairman. 

Mr. Wuitten. Mr. Lennardson, I would like to say to you, Mr. 
Morse, and the Secretary, that I do not see how you could misunder- 
stand that this money was transferred flatly without reservation to be 
used to buy commodities. The only reference to section 32 pur poses 
was that, insofar as surpluses and other things could be taken into 
account they could do it, but if you could not do it that way that you 
would buy commodities on the open market. 

And your statement here, in my opinion, is in violation of the assur- 
ance of this subcommittee to the House Appropriations Committee, to 
the Congress, to the school lunch people. 

I do not know that there is anything we can do at the present time 
to make you carry out the law but I would serve notice now that it 
would be my recommendation that, if we cannot trust you to do what 
the Congress tells you to do, next year we will just have to give the 
money to the school lunch people and let them use it. 

Because unequivocally and without any question or beyond any 
doubt, the money was flatly appropriated to be used for commodities. 
Now, so far as items were in surplus you could give attention to those, 
but if none were in surplus supply, you were supposed to buy and dis- 
tribute. I want the record to be perfectly clear. 

Secretary Benson. Mr. Chairman, he has indicated that something 
over $27 million has been spent for the purchase of commodities, 
some of which have been in surplus and some of which are not. 

Mr. Wurtrren. I understood he had not made these other purchases 
because it would cost some money. Well, we did not have any such 
reservation in the transfer. 

Secretary Benson. We tried to use the funds, Mr. Chairman, Mr. 
Congressman, where we thought it would do the most good. 

Mr. Wurrren. That was in there, but after you exercised that 
judgment it still left a commitment to the Congress. 

Secretary Benson. I understand. 

Mr. Wurrren. If you folks do not carry it out, we are going to 
have to give them the money. 

Secretary Benson. Mr. Chairman, there is no question but what we 
want to purchase farm commodities, espec ially those in surplus. But 
in the case of beef, for example, which is our principal red meat, 
heef prices at the retail counter had reached the point where we were 
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starting to get some resistance from consumers in some of the populous 
centers. 

The cattle prices have been good, and meat prices have been high 
relatively, and it would have just been the part of unwisdom certainly 
to have steppe .d into a market like that and made a big purchase for 
school lunch in the face of possible retaliation from consumers at the 
retail counters. 

So we tried to put the money in the areas where it was needed most 
by farmers, where we’d get the most money spent where it would do 
the most good. We assumed that you wanted us to. 

Mr. Wurrren. We wanted you to do that to the extent you could, 
provided you took care of the other end of it and lived up to our com- 
mitment to the Congress and to the school-lunch people. 

Secretary Benson. I think we have done it and are doing it. 

Mr. Wuirren. Are you going to have any money to carry over? 

Secretary Benson. T here will not be ver vy much. 

Mr. Lennarrson. No; we still have the egg-purchase program 
underway, and, of course, we are heading into flush egg production in 
the coming months. We are continuing to accept offers for turkeys, 
but, as I indicated, there is speculative ‘interest in the turkey market 
at the present time, so prices are not favorable. 

Mr. Wuirren. What is in your new budget for the school lunch? 
One hundred million dollars? How does that compare with this 
year ¢ 

Mr. Lennartson. Similar to what it was in 1958: $100 million. 

Mr. Wurrren. But it is about $45 million less than you actually 
got for 19592 One hundred and forty-five million dollars was pro- 
vided this year. 

Mr. Lennarrson. The reduction is the $10 million cash plus the $35 
million transfer. 

Mr. Wurrren. Excuse me, Mr. Santangelo. 

Mr. Sanranceno. Mr. Chairman, I appreciate what the Secretary 
has said about the purchase of meat, and I cannot see how the pur- 
chase of $5 million of meat throughout the United States would 
measurably affect the price of meat in any one particular area or 
overall. 

Now, I think we have a commitment and your Department has a 
commitment to the people of the school lunch program that they get 
red meat and get beef, and they have told the people and they have 
fixed their prices based upon the assumption that they would receive 
this meat, and they have gotten their commitment from their States 
on the basis of this meat being provided. 

Now, I was of the impression and was assuming that after we 
brought this to your attention—I did not want to make political capi- 
tal out of it by sending you a letter and insisting upon it— the De- 
partment would purchase the meat and would comply with what they 
had assured the school lunch participants that they would do. But I 
see now that they are not going to get it. That is very unfortunate. 

I want to ask you this: What i is the ratio of $5 million of meat to 
the overall meat consumption—— 

Mr. Lennartson. In terms of total quantity of meat sold from day 
to day, it would not be great. But if we were to buy ground beef, 
the ground beef would have to come from a certain type of cattle 
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and prices for this type have been higher than they have been in many, 
many years. The full impact of a 15-million-pound purchase pro- 
gram into that market would certainly have stimulated price levels. 

It is not only the 15 million pounds; it is the announcement that the 
Federal Government is getting into the market that has a substantial 
impact. 

Mr. Santanceo. And you think that the impact would be so great 
that it would affect the overall price ? 

Mr. Lennartson. It would have a price impact on that very high 
market which has prevailed all fall and is still prevailing. 

Secretary Benson. May I say we did have some representations 
from some of the livestock people themselves of some fear that cattle 
prices and meat prices were getting to the point where people were 
going to turn away from meat because of the relatively high price of 
beef compared to turkey and chicken and other meats. 

I think the reaction we would have had would have been very, ver 
adverse and very hard for us to justify stepping into a very high 
market like that. 

Mr. SaAnTANGELO. Consider the reaction of these people in the school- 
lunch program to your decision. Frankly, I never saw any group of 
people who are in authority or a position of trust so angry and so 
upset. And they were looking toward a compliance. And what can 
they do now, now that you have not complied ? 

Secretary Benson. I did not know. It is hard for me to believe 
that any of our people would make a firm commitment to buy beef, 
because all of them know what the situation is. 

Mr. Wuirten. Mr. Secretary, could I interrupt? I may be in error, 
but it strikes me that I had a letter from you personally calling my 
attention to the fact that you had authorized the purchase of 5 million 
pounds of beef. I wish you would check your files. 

Secretary Benson. It was pork products, was it not ? 

Mr. Wuirren. I think it was beef, but we will check that. 

Secretary Benson. We can check that. 

Mr. Wuirren. I would like to know. 

I am perhaps in error. Maybe you said red meat and I presumed 
that to be beef. 

If we provide funds for the school lunch and you folks, however 
meritorious you are, listen to Tom, Dick, and Harry and we cannot 
trust you all to handle it, we will just have to give it to the school-lunch 
people and let them run it. 

The trouble with it is, Mr. Secretary, you are trying to run it to suit 
the trade, and you cannot do it. You are going to have to run it to 
suit the farmer, the customer, and the Treasury. The trade is long 
and short, and when you try to cater to one part of the trade and listen 
to them, you run into trouble with other people. If you are going 
to listen to the trade, we will just have to give the money direct to the 
school-lunch people. 

Secretary Benson. We are not directed and influenced by the trade 
in the school lunch program or the other program either. In this 
case I think we have gone ahead and we have spent the great bulk of 
the money, and we have spent it in the general area. We have bought 
a lot of meats. We have not bought beef. I personally think it would 
have been a mistake to have bought beef. 
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Mr. Santanceto. May I ask this question: Was there a definite 
commitment on the part of the Department to the purchase of beef? 

Secretary Benson. It is news to me. 

Mr. Sanranceo. Well, the officers of the school lunch program 
stated that there was a definite commitment, this was mentioned 
during the conferences—they had been advised that there would be 
some beef and red meat. 

Now, if there is that commitment, I would like to know what the 
Department is going to do about keeping that commitment. 

Mr. Lennartson. They misconstrued the philosophy we reflected 
to them. It was that to the extent that favorable market situations 
developed we would direct the $35 million at the animal protein pro- 
grams, because we already had taken care of the fruit and vegetable 
end under the regular section 6 funds. 

Mr. Sanrance.o. Then I take it you made no definite commit- 
ment ? 

Mr. Lennartson. We made no definite commitment that we were 
going » buy any specific quantity of meat or any given kind. 

Mr. SanTancexo. Can you tell me where they got the notion to 
set up their program based upon the provision of beef and red meat 
for school lunch ? 

Mr. Lennartson. They must have misconstrued. 

Secretary Benson. Could you give us some specific instances— 
names—so we could sit down with them? If there has been a commit- 
ment made, Mr. Congressman, we want to carry it out, whether it will 
disrupt the cattle market or not. 

Mr. Santance.o. Harvey Allen was one of them. And there were 
many. And there was no question about it. As a matter of fact, one 
of your assistants, Mr. Sorkin, was there, and the question was put 
to him and the statement made to him that there was a definite com- 
mitment, and I think his answer at that time was that because of the 
impact that purchases would have upon the price structure that the 
Department was not moving. 

Now, of course, that did not sit well with them at all, and at that 
point I took it up with the chairman, and I understood that there was 
going to be a purchasing of red meats so that the Department could 
comply with what they had promised. 

I do think you should take it up with them, and I think you still 
have $8 million more of the $35 million, and if it is not too late I 
think that you should move in and be able to provide that which you 
have promised them. 

Secretary Benson. Suppose we sit down with them, Mr. Congress- 
man. Ithink we will have to dothat. 

Mr. Wuirren. I can see how you would hate to get credit for rais- 
ing prices. But we will explore the possibility of separating out the 
money on a distributed basis so they could use it for commodities at 
the local level if you do not care to buy it. I think you are obligated 
to distribute the money if you can do it, legally. 

Mr. Sanrancero. Thank you, Mr. Chairman. 

Mr. Wuirren. Mr. Horan? 

Mr. Horan. I want to say to my colleague from New York that I 
had an inquiry from our school lunch people, and I directed that 
down to you and asked that you give me a complete answer. 
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I do not remember the phrasing we used when we made that money 
available last year. I do not believe we used the “red meat” phrase. 

Mr. Wuitren. No; I do not think we used that. 

Mr. Horan. But you live in New York and I live in Washington 
and they are both talking the same way. 

Secretary Benson. Are your people talking about beef specifically 
or meat ? 

Mr. Horan. Red meat. 

Secretary Benson. Red meat? 

Mr. Horan. Yes. So I am interested in it. And I presume there 
are letters being prepared in answer to me and it should be helpful. 
And I suggest that at least a copy be sent to Mr. Santangelo until 
he has his people up here to confer with him. It probably would be 
helpful. 

Mr. Santanceto. That is correct. 


COTTON SITUATION AND COTTON EXPORT PROGRAMS 


Mr. Horan. This has been put in the record, has it not—the cotton 
situation and the cotton export programs ? 

Secretary Benson. Yes; I asked that it be included and the chair- 
man indicated approval. 

Mr. Horan. Well, I think it is a rather good summary. I would 
like to discuss some of the conclusions here. 

On the bottom of page 2 you say: 

it now appears that exports will be substantially less this year than in pre- 
vious years. 

Then parenthetically you say that you had anticipated higher 
exports earlier in the year. I assume that was last year. 

Mr. McLarn. Yes. 

Mr. Horan. Now, I would like to have some enlargement on the 
reasons for the reduced outlook. First, the anticipation of lower 
prices as a result of new cotton legislation enacted by the last Con- 
gress. I would like to have a little more explanation on the impact 
of that cotton legislation. You say: 

It guarantees lower price cotton in the United States and apparently cotton 
interests expect lower prices abroad; therefore, purchases are largely on a 
hand-to-mouth basis throughout the world. 

Mr. McLain. I would say this, Congressman Horan. Everyone 
that knows anything about cotton knows that the domestic price in 
the United States of cotton after the new act goes into effect 1s going 
to be substantially down. This was deliberately put in the act S0 
that we could get cotton back either through the consumption chan- 
nels or the mills in this country. When that is done, it is not a bullish 
factor in the world market, as you can well understand. And a lot 
of people all over the world didn’t know what the effect of this 
change was going to have on the world prices, and are, therefore 
very reluctant to buy any cotton that will run them past August 1 
next when this goes into effect. 

This we are sure of from our foreign agricultural service. Mr. 
Sherman, who isn’t here this afternoon, could speak more to the 
point. But it is just a truth that everyone feels, that they are buying 
on a hand-to-mouth basis until the new marketing year starts. 
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Do you want to ask another question on that? 

Mr. Horan. I do. I assume this would be just the reverse psycho- 
logically from what we have been discussing in red meat. 

Mr. McLatrn. That is correct. 

Mr. Horan. Second, you say: 

Economie conditions in cotton-consuming countries which caused a slowdown 


in the textile industries some what similar to the slowdown in our own domestic 
textile industry during the past 2 or 3 years. 


Mr. McLarn. We have had, as you know if you have been following 
world conditions, following the general recession that we had in this 
country—and this was effective in the textile area as well as other 
areas—a similar condition throughout the world. We, of course, 
couldn’t help it, we couldn’t help it in this country. But that has had 
an effect upon the amount of cotton being used, and you have to re- 
member, of course, that the 2 years before we had moved substantial 
cotton—we had built up a pipeline, that is the simplest way to put it; 
everybody that has been over there, I am sure, including Congressman 
Whitten will agree with this. Everybody was facing an August 1 
deadline, and they made up their minds they were going to see what 
the prices were after August 1. 

Mr. Wuirren. Will the gentleman yield? 

Mr. Horan. Surely. 

Mr. Wuirren. Just briefly, I would like to say that we called on 
the cotton trade in the Scandinavian countries, and talked to the agri- 
cultural attachés in Paris. And from all accounts, there is a tight 
textile situation throughout the world. On the other hand, all of 
those countries said that they were buying American type cotton from 
the same American exporters, but because the price was 3 to 5 cents 
lower, the same American firms were delivering to them Mexican, 
South and Central American cotton, which is termed “American- 
type”. This was due to that difference in price, though the overall 
situation was dull. 

Mr. Horan. Apparently that is touched on in the third point. 

Mr. McLar. That is right. 

Mr. Horan (reading) : 


Some incréase in available stocks in other cotton-producing countries. 


Of course, one of the basic danger signs we have is that when we 
reduce acreages here they increase elsewhere, we have found that out. 
[ Continues reading :] 

In recent weeks, certain producing countries, not in a position to carry stocks, 
have made price reductions in efforts to move current stocks. 

Now, that would be along the line of the chairman’s observation. 

Is that quite widespread at this time? 

Mr. McLarty. Certain areas. Of course, when they get the cotton 
raised—and I am sure Congressman Whitten will agree with this— 
they have to get it disposed of. And we are in full accord that the 
way to get the production shut off is to move in the direction of meeting 
this world price; and if we do that, I think over a period of time— 
certainly in Mexico, we are well informed, this next year, that is why 
we are anxious to get this price announcement out—it will have some 
effect on the amount of money that is loaned to the producers in 
Mexico to produce cotton; when they find out that they can’t grow it 
at the price we are going to sell it, they won’t grow it. 








cho- 


lown 
estic 


‘ing 
this 
her 
rse, 


ad 


‘lal 
it; 
an 


lat 


on 
ri- 
ht 
of 
m 
its 


n- 


1] 


77 


Mr. Wuirren. If the gentleman would yield to me briefly there. 

Picking up just a few words of your statement, Mr. McLain, repre- 
sentative of what we have been up against, you said, “Moving in the 
direction of meeting the price.’ 

If they are 4144 cents below us and we reduce ours 4 cents, we still 
haven’t done anything. You are either competitive or you are not. 
And if you are not, the other fellow is going to sell the cotton. So 
“Moving in the direction” may be a poor choice of words on your 
part. it you just move in the direction you just push his price down 
and are not selling anything either. 

Mr. McLarn. The point here is, of course, that he knows ahead of 
planting. And if he knows what the price will be ahead of planting, 
the banker will tell him whether he plants the cotton or not. 

Mr. Horan. You touch on that in the next part of that paragraph: 

If we start price reductions in the middle of this marketing year we could set 
off price wars which could completely demoralize cotton prices throughout the 
world and at the same time reduce our exports. This could not possibly help 
our own cotton industry and might seriously affect our international relationship 
with friendly nations. 

I don’t know as there is any comment needed on that. 

Mr. McLarn. Well, when we go down this road, we are going to 
have some reaction from friendly nations. Let’s don’t misunder- 
stand that. 

Mr. Horan. We have some coming up on wheat, I know that. I 
vant to discuss that briefly after I finish with this. 

Here, to me, is the crux of the thing, Mr. Chairman. And I want 
to know how sincerely they are going “into this, and how deeply they 
are moving to affect all facts of “the cotton industry, from the share- 
cropper up to Anderson, Clayton, Will Clayton, for instance—he 
used to sit on that side of the table when I first came on this com- 


mittee. [Reading:] 
Representatives of the Department have had meetings with the producer. 


How deep do you go? 
Mr. McLarn. We had the representatives of all of the major cotton 


State producer associations in my office for an hour and a half on 
Thursday or Friday of this week. 

Mr. Horan. Are they landlords or dirt farmers ? 

Mr. McLarty. They are dirt cotton producers, if they can be called 
that. 

And I think that term is all right; isn’t it, Mr. Whitten? 

Mr. Wuirren. Yes; it isa mark of appreciation. 

Mr. Horan. I know something about how the psychology of some 
of us dirt farmers works. 

The cooperatives, you have had them in and discussed it with them ? 

Mr. McLarty. We had them in Frid: ay, and they represent, of course, 
the cooperatives all over the country. 

Mr. Horan. Here is one that some dirt farmers don’t like, the ware- 
housemen, you have them in, too / 

Mr. McLarn. Yes. 

Mr. Horan. And you have discussed that fully with them ? 

Mr. McLarty. Yes. 

Mr. Horan. And the merchant segments of the cotton industry ? 

Mr. McLaty. Yes. 
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Mr. Horan. Did you attempt at any given time to get all these folks 
together on a representative basis ? 

Mr. McLary. We do that regularly. And before we move off on 
this A and B program, Mr. Horan, we are going to try to get at least 
the big end of it, so that what we are going to do will not wreck the 
business, including the producing business. 

Mr. Horan. To me it is ver y, very important to get all of them in 
one room at the same time. It may get a little tense in there. Cotton 
isn’t in as bad shape as wheat, but the industry belongs to all of these 
people, as I see it, and if there are problems to face, they ought to be 
able to have a meeting of minds. 

Mr. McLain. We have as good a working relationship with the 
cotton industry, as Mr. Natcher indicated we do with the tobacco 
industry. 

Mr. Horan. I think it is eminently important. 

Mr. Wurrren. Will the gentleman yield to me? 

Mr. Horan. Yes. 

Mr. Wuirren. I hate to get into this, but we have had these discus- 
sions. 

The trouble with the Department’s efforts to take the advice of the 
trade is that the trade is long and short. If you handle these com- 
modities in existence to suit these folks that bought cotton and haven’t 
yet exported it, you are hurting the fellow that has sold cotton and 
hasn’t yet bought it. And you can’t deal with the trade without help- 
ing one and hurting the other. They are the trade, that is the 
situation. And the point I am trying to make—— 

Mr. Horan. It is old-fashioned, but that is the law of supply, I 
guess, 

Mr. Wuirren. That is right. That is the reason I say they have 
got to come back to the basic law, under your obligation as trustees 
of the Government and the head of CCC, and run this program to get 
our fair share of the world market by competitive prices. Use either 
gadget you want to, and let the tr ade adjust to it, then the trade can 
match wits with itself. But you can’t match wits when some man in 
the Department last year says “We are going to be competitive all 
year, and we are going to change the subsidy from time to time,” and 
then let a group of exporters buy up lots of cotton—which they still 
have and haven’t exported—and then suddenly you don’t change the 
rules at their urging, and fail to change the subsidy to be competitive. 
Those same cotton traders are busy selling South American and Cen- 
tral American cotton. That is the fix you will be in any time if you 
try to suit the trade; because the trade is at cross-purposes, or it 
wouldn't be the trade. I mean, you can try with the most honest 
intent, but you get involved in that kind of situation, you can’t help it. 

Secretary Benson. Mr. Whitten, the trade does not dominate the 
Department of Agriculture in cotton, wheat, tobacco, or anything else. 
We try to get a cross-section of opinion from the entire industry. And 
other ‘things being equal, we would certainly favor the producer out 
there on the farm: that is just human nature with me, and I think it 
is right, too; I think we can justify it. 

Mr. Wuirren. Mr. Secretary, I don’t question your sincere desire 
in that direction. I just say that it is a complex business, and it is 
mighty easy to fall into the hands of one of these elements when you 
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start getting advice from the trade. Mr. McLain is right, I suspect 
I have had every petition he has had, and almost as many visits as he 
has had, and every one of them have expressed that which gives him 
a fair advantage, his position is ceed upon his own particular 
situation. And if I were to favor one, I would be hurting the other, 
and there you go. Therefore, you have got to go back to the basic 
law and the basic operation under it. 

Mr. McLarty. May I say again for the record, Mr. Horan, that as 
late as this last week, both the producer group that I have mentioned 
and the cooperatives group have v igorously given us advice that for 
the rest of this market year this should not be changed. 

Mr. Horan. To go on, you said with all these groups you discussed 
matters relating to the price of board and export program for the 
1959-60 marketing years. Did you have a meeting of minds, agree- 
ments ¢ 

Mr. McLarn. We are pretty well agreed—there will be an announce- 
ment, as we indicated here off the record. 

Mr. Horan. You have already announced price control levels for 
choice A and choice B cotton. 

Mr. McLain. Yes. 

Mr. Horan. You did that last Friday ? 

Mr. McLarn. Yes. 

Mr. Horan. Did you consult with Members of the Congress on 
this ? 

Mr. McLatn. The law is pretty specific on this point, Mr. Horan; 
the new law is very specific on where the price support is to be put. 

The plan A is 80 percent, and the plan B is 15 percent below that at 
65. 

Mr. Horan. Did you discuss this 

Mr. McLain. We discussed it with many people on the Hill. 

Mr. Horan. What was their reaction to the announcement? What 
was Senator Eastland’s reaction ? 

Secretary Benson. We had no choice in that connection, Congress- 
man, it was specifically spelled out in the law. 

Mr. Horan. I say, what was his reaction ? 

Mr. McLarn. Senator Eastland was for this statute; he helped put 
it through the Senate side. 

Mr. Horan. But how about all this discussion about the effect on 
the market of this little item of supply and demand; what was his 
reaction to that ? 

Secretary Benson. You are referring to the export program ? 

Mr. Horan. Yes. 

Secretary Benson. That levels haven’t been finally determined ¢ 

Mr. Horan. He hasn’t expressed himself to you? 

Secretary Benson. Yes; he has been in my office. He has been in 
Marvin MclLain’s office. 

Mr. Horan. What is his opinion ? 

Mr. McLatn. His opinion is the same as Congressman Whitten’s. 

Mr. Horan. Then there is a meeting of minds there as far as our 
cotton Congressmen are concerned—I mean, Representatives from the 
cotton ares 

Secretary Brnson. I think, generally speaking, there is pretty 
much a meeting of minds. 

33913—59—pt. 16 
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Mr. Horan. Then why in the world can’t we work this one out? 
Secretary Benson. We can, and we think there will be an announce- 
ment yet this week. 


WHEAT SITUATION 











Mr. Horan. There is another little item that bothers me. As my 
colleague from Kentucky has pointed out to you, there are two sur- 
plus crops that are bothersome right now, w vheat is the worst one. 
Along with that, we are having a little tassel out our w ay. Good 
wheat men tell me that we have a new strain of wheat that’ can pro- 
duce over 100 bushel on dry land out there, and you know what that 
is going to do to us. 

And some of us claim it is good wheat. 

Secretary Benson. Hybr id? 

Mr. Horan. I think it is a hybrid from Japan, partly. I am not 
familiar with it. I told Oris W ells I wanted to chat with him when 
he gets back from Spokane and the Farm Forum, because wheat is a 
very—it is very serious, and the wheatgrowers that form the national 
association—and I believe they are attempting to speak as one body as 
wheatgrowers—there is a bill which is about to be introduced which 
wille mbody their recommendations, and it is a variation of the domes- 
tic parity idea, Takes some variations, I think, that are good. It is 
a formula. But they practically guarantee to take 75 million bushels 
of surplus wheat a year off the market, and that ought to help. Of 
course, then if we have a drought, we will be in trouble, but we may 
reduce that surplus. 

I might as well say so, I have talked to a lot of them, and they are 
fearful that even if the bill is passed—of which there is always a ques- 
tion, with the conflicts that you have between grain sorghums, corn 
and wheat—but if it is passed they will be fearful that it will be 
vetoed. Here is a program coming from what appears to be a na- 
tional cross section of opinion of the wheat producers themselves—I 
know them—now what is apt to be the attitude of the Department, if 
such a bill was to be seriously considered and even passed into law. I 
think there is a possibility—— 

Secretary Benson. I can say this, Mr. Horan. In the first place, we 
havea’t seen the draft yet. We don’t know what is in it 

Mr. Horan. I understood it was in your Department. 

Secretary Benson. I haven’t seen it yet. 

Mr. McLarn. I haven’t seen ie new proposal. 

Secretary Benson. Of course, we will take a good hard look at it, 
and we will study it sympathetically. I grew wheat for a good many 
years, and my sympathies are with them. And we will give the best 
consideration we have on it. 

Mr. Horan. They are coming close to your ideas on parity in this 
bill. 

Secretary Benson. I understand that some of the wheat-growing 
areas haven’t lined up on the bill yet. But I haven’t been following 
it in detail. I have consulted with several of the growers when I 
have been out in the country. I know they have been working on it, 
and I hope that they can reach an agreement. 

Mr. Horan. Well, we are at the place now where everyone that 
sits down—anybody that sits down and talks wheat says, “We have 
got todo something. We can’t go ahead the way we are.” 
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Secretary Benson. That is true. 
Mr. Horan. And we even have our basic producers feeling that 
way—they argue among themselves, but basically they come out with 
an agreement—and they are coming up with this proposal. I think 
it has a chance to pass. 

Secretary Benson. I hope so. The old program is certainly bank- 
rupt for use in peacetime. 

Mr. Horan. Of course, we face the possibility of about 2 billion 
bushels of wheat in storage, and when this new variety, sort of a 
second cousin to hybrid corn, I guess, comes on in the show, we just 
won’t he able to have gymnasiums enough to store our wheat, let alone 
put it on an orderly marketing basis. 

But you fellows don’t have to have any crystal ball to see what 
is going to happen if this new wheat will produce like that on dry 
land. And they have actually produced up to 150 bushels to an acre 
of this new variety. Brother, we won’t even need legislation if we 
get that much wheat lying around. 

That. is all. 
Mr. Wurrren. Mr, Michel. 


COTTON ACREAGE AND YIELDS 


Mr. Micuet. First, let me say I am happy to have made the move 
from Government Operations to Appropriations, with all due respect 
to my colleagues in that committee, and I am very pleased to find 
myself in association with the membership of this subcommittee. 
And I must confess to an ignorance in the growing and handling of 
such crops as rice, tobacco, cotton, and peanuts. In my area it is 
pretty much of a corn, soybean, oats, and livestock operation. I have 
just several questions. 

What is the cotton acreage today, overall ? 

Mr. McLain. What was harvested in 1958? 

Mr. Micnex. Yes. 

Mr. McLain. Around 12 million acres. 

Mr. Micuet. And what was it 10 years ago? 

Mr. McLarn. It has gradually come down. I think the high time 
was around 40 million, a good many years ago, but it has been a 
gradual downturn in acreage. 

Mr. Micuet. What has been the average increase in yield per acre 
in this past 

Mr. McLatn. It has gone up tremendously. 

Mr. Micuet. How tremendously, say, in the past 10 years? 

Mr. McLarn. Oh, close to double, I think, about double. 

Mr. Micuet. So it parallels some of our other basic crops in that 
respect ? 

Mr. McLarn. That is right. 





COTTON EXPORTS 


Mr. Micneu. How do the figures of bales of cotton sold for export 
in the last 5 years compare to the previous 5 years? 

Mr. Ruopes. It would be higher than the previous 5 years. 

Mr. Micuet. This last 5 years has been higher than the previous 
v years, 
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To what extent, roughly ? 

Mr. Ruopes. I didn’t bring all those statistics with me. 

Secretary Benson. We can furnish them to you and to the record. 
Mr. Micuet. J think it would be very pertinent to the record. 
(The information regarding cotton exports and CCC sales is as 

follows :) 


Exports of cotlon compared with CCC dispositions by marketing years 


[In thousand bales] 













| 


| CCC dispositions 






Marketing year U.S. exports | | 
| Salesfor | Salesfor | 
export | unrestricted | Total 

use | 

a S D | 
1957. 5, 717 §, 622 1, 946 7, 56% 
1956 7’ 593 7, 085 63 | 7, 148 
1955 2, 213 1, 832 163 | 1,995 
1954 3, 445 | 138 | 138 
1953 3, 749 108 LO 
1952 3, 048 |_. 2 2 
DN ene tito seeccascgrctecees 5, 514 | .| 77 | 77 
Pio Gi. Civicasoumee 4, 107 3, 150 | 3, LA 
1949 5, 769 639 | 639 
Pintt icitGcisesdadaduatakinatedibiadinnhs 4, 748 i 30 51 








Mr. Micnex. And then, following up, if I might, the question that 
was asked by my good friend from New York, Mr. Santangelo, ear- 
lier, what is the fair historical share of our export in cotton? Can 
we come up with any kind of a figure percentagewise at all? It 
seems to me if we don’t, we are dealing pretty much in nebulous 
terms when we say a fair share, if we say we want to adhere strictly 
to what the law says, and what we interpret it, or that various mem- 
bers of the subcommittee interpret it to be, then it seems to me that we 
have wide latitude in determining what is a fair share. 

Mr. McLatrn. I think the record will show that when the discussion 

m the Eastland amendment was passed, that the Secretary and others 
a the figure, I think they didn’t have it pinned down to the last 
hundred thousand bales, but in the neighborhood of 5 million bales. 
You can go back in the history of this country, and of course, it varies 
all over the place, depending on war conditions, production conditions, 
and a lot of things. 

Mr. Micuet. There has been a history of fluctuation ? 

Mr. McLain. That is correct. And I am sure that we in the De- 
partment currently, because of this drastic reduction we have had in 
cotton acreage, which has been tremendous, want to do all we can 
to keep the level as high as we can, not only with cotton, but every 
other commodity. Anyone that sits in the chairs that the Secretary 
and the rest of us do wouldn’t be worthy of the spot if we didn’t do 
that, and we do do that. Then I think the record is pretty good, if 
you look at it, as compared to any other period that you want to take. 





















REA AND CCC ACTIVITIES 
Mr. Micnex. Since the chairman just touched on the subject of 
REA, and I notice that the REA Administrator is here, Mr. Hamil, 


I would like to ask him this. 


.r wo 
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Do you recall last year in our Government Operations Committee— 
what disposition was ever made of that $40 million application in 
Indiana that we kicked around the committee last year? 

Mr. Hani. The loan from Indiana came in, and was in the proc- 
ess of being processed by our technicians. We called for information 
on the loan, which the Hoosier Cooperatives did not present. There- 
fore, the loan is still in REA, at the present time, until that informa- 
tion comes in. 

Mr. Micuex. And now, since Mr. Berger is also in our audience, I 
will ask him this. 

You recall, Mr. Berger, the Burrus Mills affair. 

Mr. Bercer. Yes, sir. 

Mr. Micuet. How has that case been resolved ? 

Mr. Bercer. It has been completely settled, the Government has 
recovered every dime, he has paid us off fully, and it is all cleaned up. 

Mr. Micuet. And CCC didn’t lose a dime? 

Mr. Bercer. Didn’t lose a dime. 

Mr. Micuet. Thank you very much; that is all. 

Mr. Wuirren. That is all, then, Mr. Secretary. We are sorry to 
keep you so late. We appreciate your courtesy in coming down, and 
we will try to cooperate with you in regard to the regular hearings. 

Are there any other questions ? 


COTTON EXPORT PROGRAMS 


I might, for the record, Mr. Horan, in connection with your read- 
ing from this statement, point out the different view that I have from 
a good many folks. Mr. McLain and the Secretary and others are 
correct in saying that many of the producer groups have been here 
insisting that, having gone this long without being competitive, and 
with last year’s cotton produced and in the hands of the cooperatives 
and others, that it not be changed now. They say, having gone this 
far, we are far enough in the hole, that there is an immediate an- 
nouncement of sales for future delivery—and having gotten in this 
fix, it would be better not to change it. But as far as I know, they 
have all insisted flatly that we shouldn’t ever get in this hole again, 
and that this “maintain” means what it says 

Mr. Horan. Don’t you have that there, Mr. McLain? 

Mr. McLain. Well, make this a matter of record when it comes 
down. 

Mr. Wuirren. And when they say, “If we reduce prices now, we 
might not sell a lot of cotton, because others will reduce further.” 
That should have added to it, this factor. They are busy planting cot- 
ton in South America and other countries. In spite of the law, and 
commitments by the Department that we are going to stay competitive, 
if we don’t stay competitive this year, if we listen to those people and 
don’t get competitive now, because they have got cotton and have 
got to sell it, then if this definitely follows the same procedure next 
year, they will have cotton again next year and will have to sell it. 
It is my argument that to show good faith in making changes in line 
with the commitment, independent of how many bales you have got 
to sell the rest of the world, you have to show them that you meant it 
when you said you would stay competitive. So, in addition to how 
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many bales you sell, you ask for bids on cotton and if you sell them 
you have sold that much. 


DATA ON EXPENDITURES AND CCC OPERATION 


Unless there are further questions, I would like to put in the record 
at this point a tabulation prepared from Department figures. Price 
supports have been reduced an average of about 20 percent during 
Secretary Benson’s service. I think the record should show the per- 
sonnel and appropriations, the changes since 1952, the increases in 
Commodity Corporation holdings following the various reductions 
that have been made in price supports, and expenditures for Public 
Law 480 and soil bank, which have followed. 

Unless there is objection, we will insert those tables in the record. 

(The tabulation referred to follows:) 

. Personnel; 
RO NEE RMD Bhi ts aeiicaretanbs Rela dais aden a cease 67, 406 
Nov. 30, 1958 89, 464 
June 30, 1959 (estimate) 98, 487 
June 30, 1960 (estimate) Hosaka kciulinmws “ey eee 


. Appropriations: a ov 
pprop 1952 estimate 


Peealer BCtivities ot ear eee $796.0 $1, 277. 
Commodity Credit Corporation: 
Capital impairment ; 21. § 1, 535. 
Reimbursements : 1, 268. 


Total ; 58.5 4,081. 
. CCC inventories: Billions 
January 1953 
January 1958 
June 30, 1959 (estim: ite) 
June 30, 1960 (estimate) 
. Public Law 480 (title I): 
Estimated expenditures through June 30, 1960 


. Soil bank: 
Estimated expenditures through June 30, 1960: 
Conservation reserve 
Acreage reserve 


(Further detailed information showing support levels and prices for 
various crops for the crop years 1950 through 1958 will be found on 
pp. 196-204 of the appendix.) 

Mr. Wuirren. Are there any other questions from any members of 
the subcommittee? If not, the subcommittee will stand adjourned 
until 10 a.m. tomorrow morning. 
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em Revision or Parrry INDEXES 
WITNESSES 

0. V. WELLS, ADMINISTRATOR, AGRICULTURAL MARKETING 
ord SERVICE 
"1ce Cc. KYLE RANDALL, CHIEF, STATISTICAL SERVICES SECTION, AGRI- 
ing CULTURAL MARKETING SERVICE 
er- B. R. STAUBER, CHIEF, AGRICULTURAL PRICE STATISTICS BRANCH, 

in AGRICULTURAL MARKETING SERVICE 

ns CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
Tin U.S. DEPARTMENT OF AGRICULTURE 


| Mr. Wutrren. What are your positions, Mr. Wells? 
d. Mr. Wetis. Administrator of the Agricultural Marketing Service 
and one of seven directors of the Commodity Credit Corporation. 
Mr. Wuirren. The Agricultural Marketing Service ts one of the 
major divisions of the Department, is it not ? 
Mr. Wetts. Yes, sir. 
Mr. Wuirren. I notice you have with you Mr. C. Kyle Randall, 
Chief, Statistical Services Section, Agricultural Marketing Service; 


te and Mr. B. R. Stauber, Chief, Agricultural Price Statistics Branch, 
. 8 Agricultural Marketing Service. 
4 Mr. Wells, we have asked you here today to talk about this last 
1 blow with which the Department hit the farmers—the changing of 
—— the parity index. What day was that announcement released ? 
+8 Mr. Weis. January 30. 
> Mr. Wurrren. We would like to have this announcement included 
. in the record at this point. 
8 (The announcement is as follows:) 
1 U.S. DEPARTMENT OF AGRICULTURE 

Washington, January 30, 1959. 


II bo 


USDA ANNOUNCES REVISION OF INDEXES OF PRICES PAID, RECEIVED BY FARMERS 


The Department of Agriculture today announced the revision of the index of 

a prices paid by farmers including interest, taxes, and wage rates (the parity 

2 index) and the index of prices received by farmers. These are the indexes 
= which together are used in computing parity prices for farm products. 

4 This revision modernizes the weights of these two indexes to a post-World 

War II basis, with the revised weighting pattern effective as of September 1952. 


2 The revised weights for the prices paid index are based mainly upon a farm 

n expenditure survey which covered farm operation and living expenditures during 
1955. 

f This was a nationwide survey conducted jointly by the Agricultural Marketing 

j Service and the Bureau of the Census, in which rather detailed schedules of 


expenditures were received from about 11,000 farmers in all parts of the United 
States. Funds for conducting this survey were requested from and appropriated 
by the Congress for the fiscal year ending June 30, 1956, and the survey was 
conducted in the spring of that year. Weights for the prices received index 
cover the 3-year period 1953-57 and are based on the official estimates of 
marketings by farmers during that period. 

Good statistical practice requires that the commodity coverage and weighting 
pattern of price indexes be brought up to date from time to time. The last 
major revision of these indexes was made in January 1950, at which time weights 
were based on data for the period 1937-41. The weights for the revised parity 
index are considered the most satisfactory statistically that have ever been used, 
inasmuch as the 1955 expenditure survey was the most comprehensive survey of 
this type which has been conducted for the farm population. 
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The revised indexes are being used in computing parity prices for the first time 
in January 1959, and are published in the January issue of Agricultural Prices, 
issued today, January 30. 

The revision of the parity index does not affect any previously published parity 
price. Parity prices published at the end of each month are the then official 
parity prices for use during the following month. They are not revised subse- 
quently even though the indexes on which they were based may be revised at a 
later date. (USDA 304-59.) 

Mr. Wurrren. We have asked the Department to tell us what effect 
this change will have on price support levels of various commodities 
and the amount of money that would be involved. We are informed 
that it will have the effect of reducing cotton support levels 1 cent per 
pound, approximately. With an estimated 12 million-bales, which is 
doubtless a low estimate, that would mean about $60 million to be 

taken from the cotton farmers in the coming year. 

For wheat, it is estimated about a 3- cent- a-bushel reduction on an 
estimated volume of 1.1 billion bushels, or $33 million. 

For rice, 14 cents per hundredweight, with an estimate of 51 million 
hundredweight, would mean $7 million less. 

Peanuts would be reduced about $6 million. 

Tobacco, flue-cured, would be reduced by some $21 million. 

Reductions for milk and butterfat would be approximately $55 
million. 

Those are rough estimates, of course, based to a great degree on the 
estimate of volume. 

A summary of these figures will be placed in the record at this point. 

(The summary is as follows :) 














Reduction | Estimated volume Amount 

Pe si or ob hat eme eee 1 cent per pound....-.....-- 12,000,000 bales__........---- $60, 000, 000 
a a a 3 cents per bushel. ......---- 1,100,000,000 bushels___-_---- 33, 000, 000 
OE eee 14 cents per hundre dweight_} 51,000,000 hundredweight__. 7, 000, 000 
Peanuts- - -- —Cbcueeencacos! we eee De DOUG. ccccmee | 1,450,000,000 pounds. -_....-- 6, 000, 000 
Tobacco, NE 1.9 cents per pound_-........- “| 1,100,000,000 pounds_-__....-- 21, 000, 000 
Milk for manufacturing_.......- 10 cents per hundredweight_| 48,000,000,000 pounds______-- 1 55. 000, 000 
RO a 2 cents per pound.......--.-| 400,000,000 pounds-__.....-.-- | eee 

Rough estimate_.........- LL bits an dbhasabobacdbneoost Mss abt eed edke cheno emebiel 182, 000, 000 


Mr. Wnuirren. I realize that that may be modified to a degree by the 
fact that some of these commodities may be above price support levels. 
In many cases I don’t see any real opportunity for that to be true. I 
think the estimated volume is low, based on all that I have heard 
sitting on this side of the table. Therefore I would say that the 
figure of $182 million that this change will cost the farmer, is not 
too low. 

Mr. Wells, you have come before this committee repeatedly through 
the years, justifying funds for statistical work, with the argument 
that it was essential that you have the money and the personnel to 
protect the farmer’s situation against labor costs and against other 
things that were going on in Government. You have pointed out that 
the Department of Labor and other departments of Government had 
been working for other segments of our economy, and we were told 
you were using these funds to work for maintaining equity for the 
farmer. But I am sorely disappointed to find that. this personnel 
has been used for surveys where the end result has come out to further 
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reduce what the farmer may expect in these times when the farm 
situation is bad. 

I can’t help but believe, giving you full credit for complete honesty, 
that when you made your change in position in the Department and 
got up to the policymaking level in the Department where you are, 
you were thoroughly familiar with the Secretary’s viewpoint and his 
belief that reducing price support levels by whatever means he could, 
legally, would have a beneficial effect on agriculture. 

I think this committee, so far as I know, without exception differs 
with the Secretary’s beliefs, but I can’t help believe that this latest 
change in parity indexes to a considerable degree reflects the change 
in your own approach to this matter after you got up to playing in 
the big leagues in the policymaking field, and rubbing shoulders with 
the Secretary. I want the record to show that. 

We are glad to have you here to tell us, if you can, the basis on 
which this revision was worked up. 


DEFINITION OF PARITY 


Now, what is parity ? 

Mr. We tts. Well, parity, Mr. Chairman, if we follow the legal 
definition 

Mr. Wuirrten. It might be well to start doing that, wouldn’t you 
think ? 

Mr. Weuts. I say “follow the legal definition” because the word 
“parity” has a series of meanings over and beyond the legal defini- 
tion, but the legal definition of parity results in a set of prices for 
agricultural commodities which are designed as nearly as possible to 
give those commodities per pound, per bushel, or per hundredweight, 
the same purchasing power in terms of goods and services used by 
farmers, including allowances for taxes on farm real estate, interest 
on farm mortgage indebtedness secured by farm real estate, and wages 
of hired farm labor that the commodity had in the base period, 1910 
to1914. Itissimply a price ratio. 

Mr. Wuirren. Do you have the particular section of the law where 
that is set out and could we have that included in the hearing at this 
point? 

I would like to have the whole section included in the record at this 
time. 

(The information referred to follows :) 





AGRICULTURAL ADJUSTMENT AcT OF 1938, AS AMENDED 


TITLE III—LOANS, PARITY PAYMENTS, CONSUMER SAFEGUARDS, 
MARKETING QUOTAS, AND MARKETING CERTIFICATES 


SusTITtLE A—DEFINITIONS, PARITY PAYMENTS, AND CONSUMER SAFEGUARDS 
DEFINITIONS 


Sec. 301. (a) GenERAL Derinitions.—For the purpose of this title and the 
declaration of policy— 

(1)(A) The “parity price” for any agricultural commodity, as of any date, 
Shall be determined by multiplying the adjusted base price of such commodity 
as of such date by the parity index as of such date. 

(B) The “adjusted base price” of any agricultural commodity, as of any date, 
Shall be (i) the average of the prices received by farmers for such commodity, 
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at such times as the Secretary may select during each year of the ten-year 
period ending on the 3lst of December last before such date, or during each 
marketing season beginning in such period if the Secretary determines use of 
a calendar year basis to be impracticable, divided by (ii) the ratio of the general 
level of prices received by farmers for agricultural commodities during such 
period to the general level of prices received by farmers for agricultural com- 
modities during the period January 1910 to December 1914, inclusive. As used 
in this subparagraph, the term “prices” shall include wartime subsidy payments 
made to producers under programs designed to maintain maximum prices estab- 
lished under the Emergency Price Control Act of 1942. 

(C) The “parity index,” as of any date, shall be the ratio of (i) the general 
level of prices for articles and services that farmers buy, wages paid hired farm 
labor, interest on farm indebtedness secured by furm real estate, and taxes on 
farm real estate, for the calendar month ending last before such date to (ii) the 
general level of such prices, wages, rates, and taxes during the period January 
1910 to December 1914, inclusive. 

(D) The prices and indices provided for herein, and the data used in com- 
puting them, shall be determined by the Secretary, whose determination shall 
be final. 

(E) Notwithstanding the provisions of subparagraph (A), the transitional 
parity price for any agricultural commodity, computed as provided in this sub- 
paragraph, shall be used as the parity price for such commodity until such date 
after January 1, 1950, as such transitional parity price may be lower than the 
parity price, computed as provided in subparagraph (A), for such ‘commodity. 
The transitional parity price for any agricultural commodity as of any date 
shall be— 

(i) its parity price determined in the manner used prior to the effective 
date of the Agricultural Act of 1948, less 

(ii) 5 per centum of the parity price so determined, multiplied by the 
number of full calendar years (not counting 1956 in the case of basic agri- 
cultural commodities) which, as of such date, have elapsed after January 1, 
1949, in the case of nonbasic agricultural commodities, and after January 1; 
1955, in the case of the basic agricultural commodities. 

(F) Notwithstanding the provisions of subparagraphs (A) and (BE), if the 
parity price for any agricultural commodity, computed as provided in subpara- 
graphs (A) and (E) appears to be seriously out of line with the parity prices 
of other agricultural commodities, the Secretary may, and upon the request of a 
substantial number of interested producers shall, hold public hearings to deter- 
mine the proper relationship between the parity price of such commodity and the 
parity prices of other agricultural commodities. Within sixty days after com- 
mencing such hearing the Secretary shall complete such hearing, proclaim his 
findings as to whether the facts require a revision of the method of computing the 
parity price of such commodity, and put into effect any revision so found to 
be required. 

(G) Notwithstanding the foregoing provisions of this section, the parity price 
for any basic agricultural commodity, as of any date during the six-year period 
beginning January 1, 1950, shall not be less than its parity price computed in 
the manner used prior to the enactment of the Agricultural Act of 1949. 

[Prior to enactment of the Agricultural Acts of 1948 and 1949, the term 
“parity” was defined in sec. 301 (a) of the Agricultural Adjustment Act of 1938, 
as amended, as follows: “ ‘Parity,’ as applied to prices for any agricultural 
commodity, shall be that price for the commodity which will give to the com- 
modity a purchasing power with respect to articles that farmers buy equivalent 
to the purchasing power of such commodity in the base period; and, in the case 
of all commodities for which the base period is the period August 1909 to July 
1914, which will also reflect current interest payments per acre on farm indebted- 
ness secured by real estate, tax payments per acre on farm real estate, and 
freight rates, as contrasted with such interest payments, tax payments, and 
freight rates during the base period. The base period in case of all agricultural 
commodities except tobacco shall be the period August 1909 to July 1914. In 
the case of all kinds of tobacco except Burley and flue-cured such base period 
shall be the period August 1919 to July 1929, and, in the case of Burley and 
flue-cured tobacco, shall be the period August 1934 to July 1939; except that 
the August 1919-July 1929 base period shall be used in allocating any funds 
appropriated prior to September 1, 1940.”* (52 Stat. 38, 54 Stat. 1210.)] 


1For Maryland tobacco the base period is August 1936 to July 1941 (62 Stat. 1248). 
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(2) “Parity,” as applied to income, shall be that gross income from agriculture 
which will provide the farm operator and his family with a standard of living 
equivalent to those afforded persons dependent upon other gainful occupation. 
“Parity” as applied to income from any agricultural commodity for any year, 
shall be that gross income which bears the same relationship to parity income 
from agriculture for such year as the average gross income from such com- 
modity for the preceding ten calendar years bears to the average gross income 
from agriculture for such ten calendar years. 

CAgricultural Act of 1948. Sec. 302 (f). All references in other laws to— 

(1) parity, 
(2) parity prices, 
(3) prices comparable to parity prices, or 
(4) prices to be determined in the same manner as provided by the 
Agricultural Adjustment Act of 1938 prior to its amendment by this Act 
for the determination of parity prices, 
with respect to prices for agricultural commodities and products thereof, shall 
hereafter be deemed to refer to parity prices as determined in accordance with 
the provisions of section 301 (a) (1) of the Agricultural Adjustment Act of 1938, 
as amended by this Act. (7U.S. C.1301a.)] 


Mr. Horan. Has that particular formula been modified since 1938 ? 

Mr. We tts. The formula has generally had the same structure since 
the original definition in the Agricultural Adjustment Act of 1933, 
but the particular definition we are talking about here was revised 
in the Agricultural Acts of 1948 and 1949 which became effective, if I 
remember correctly, January 1, 1950. 


PROVISIONS OF LAW RELATING TO PARITY 


Mr. Wuirren. I would like the record to show the original act, the 
modification with the dates, and what the changes consist of for the 


record. 

Mr. Wetts. We will be glad to get that, Mr. Chairman. 

(The information requested will be found on pp. 122-128 of 
ap ne ) 

Mr. Wurrren. I would like for you to explain what the parity is 
under the ce I want the definition under the law and the criteria 
that the law required you to take into consideration at the time that 
you prepared the findings leading to this announcement on January 
30. 

In other words, what was the situation when you came out with it? 
What criteria did you have to use in what the law is and how did you 
go about meeting the law? 

Mr. Writs. I think we have that in our office. 

Mr. Wuirren. I ask that for the record and I am not trying to bur- 
den you with that now. The record will show that. 

Now, you came out with a release on January 30. What was the 
law at that time, including all criteria, and what did the law require 
you to use to come up with this additional drop of $182 million drop 
in price supports ? 

Mr. We tts. Well, I think the most important single section of the 
law isthe following paragraph: 

The “parity index,” as of any date, shall be the ratio of (i) the general level of 
prices for articles and services that farmers buy, wages paid hired farm labor, 
interest on farm indebtedness secured by farm real estate, and taxes on farm 
real estate for the calendar month ending last before such date to (ii) the gen- 


eral level of such prices, wages, rates, and taxes during the period January 
1910 to December 1914, inclusive. 
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Now then, Mr. Chairman, as to what the law provides, let me read 
the following paragraph, which is explicit: 



















The prices and indices provided for herein, and the data used in computing 
them, shall be determined by the Secretary, whose determination shall be final. 

We have taken this langauge and the language which preceded it all 
the way back to 1933 to mean that as technicians we recommended to 
the Secretary on the basis of our best statistical judgment the best set 
of prices and the best set of indices we could construct from time to 
time. 

Ihave per sonally worked with and been acquainted with the policies 
of every Secretary of Agriculture since Henry Wallace and I can’t 
remember a single one of ‘them who has at any time suggested that we 
not follow our best statistical judgment in calculating the indices and 
the prices that go into the parity system. 

I have, Mr. Chairman, a brief statement which sets forth as best 
I know how, at any rate, the general steps that we use in revising the 

arity index from September 1952 to date on the basis of the average 
bil of goods purchased by farmers with allowances for taxes, interest, 
and so forth for the year 1955. 





SERVICE OF O. V. WELLS 


























Mr. Wuirren. We would like to have that a little bit later. I don’t 
mean to preclude your using it, but at the moment I would like to go 
into this: 

Now, during the period up until the present Secretary of Agriculture 
you held a civil service position in the Statistical Br: inch; did you not? 

Mr. Wetts. I came into the Department of Agriculture on Janu- 
ary 2, 1929, under civil service, and I have not been out from under 
civil service at any time. 

Mr. Wuirren. During this period of time, when you say that the 
Secretary never had in any way tried to influence the statistical branch, 
did you hold any position at a policymaking level like you do now? 

At that time you were not holding a position at a level of policy- 
making as you are now, were you ¢ 

Mr. Wetts. W ell, this is a difficult question, Mr. Chairman. I have 
made practically every decision with respect to this index since about 
1941, when I was appointed Assistant Chief of the Bureau of Agri- 
cultural Economics in charge of price work. I worked very closely 
and directly with the Secretary of Agriculture, Claude Wickard, and 
with the War Food Administration Administrator, Marvin Jones, 
during the last war. As a matter of fact, I worked day by day with 
them, and I would say I worked in as close policy contact with those 
people during the war peri iod when we had a far more difficult problem 
than we have today and—— 

Mr. Wuirren. Did you head the Marketing Service ? 

Mr. Weis. I headed the Bureau of Agricultural Economics from 
1946. 

Mr. Wurrren. Which was strictly a statistical branch ? 

Mr. Wexts. Statistics and general economics. 

Mr. Wurrren. Now, in that position you took directives from the 
~orneeed and those who were in ch: irge of the Department, did you 
not ¢ 
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Mr. Weis. Yes; and reported directly to the Secretary. 

Mr. Wurrren. Now, when was it that you were put on the Board 
of the Commodity C redit Cor poration and when was it that you were 
made head of this Agricultural Marketing Service ? 

Mr. Wetts. 1951. I was appointed by President Harry S. Truman 

while Secretary Brannan was Secretary of Agriculture. 

Mr. Wuirren. Did you continue to handle the economic side? 

Mr. Wetts. I continued as Chief of the Bureau of Agricultural 
Economics atthe time. Iraised 


REVISIONS OF PARITY INDEX 


Mr. Wuirren. Since 1929 how many times have you come out with 
a change similar to this? 

Mr. Wetts. This is the third time since 1929 that the parity index 
has been revised. 

Mr. Wuitren. What were the dates of those ? 

Mr. Wetts. The first revision was made shortly following the enact- 
ment of the Agricultural Adjustment Act of 1933 

If my memory serves correctly—and this I will ‘chee ‘k—shortly fol- 
lowing September 1934 the enactment of the Agricultural Adjust- 
ment Act of 1933, the parity index, which was the chief controlling 
factor in the calculation of parity prices, was completely revised and 
I believe that particular revision did to some extent go all the way 
back to 1910 and 1914. These indexes were first calculated in the 
1920’s on such weights and estimates as could be made for the early 
1920's. 

SELECTION OF 1910-14 PERIOD 


Mr. Micuen. Who set this arbitrary figure of the years between 
1910 and 1914? Is that a determination downtown or a determina- 
tion up here? 

Mr. Wurrren. It was set by the Congress in the basic act. 

Mr. Wetus. May I explain very briefly why 1910-14? 

Mr. Wuirren. First, may I say that it is in the law, but the Con- 
gress determined that that period was the time of balance throughout 
the country. By selecting that period they were selecting a period 
when agriculture was on alan of an even keel with industry 
and labor. So that is the reason. But the point I was making is 
that. it is in the law, is it not? 

Mr. We ts. It is in the law and has been since 1933, but let me 
backtrack a little as an economist and indicate why 1910-14 was chosen. 
chosen. 

1910-14, of course, represented the end of some 30 to 40 years of 
substantial world peace. For a major war we would have to go back 
to the Franco-German War of the 1870’s. It represented a period 
of relatively stable technology ; it represented a period when economic 
forces had a pretty good chance to work themselves out. It also 
represented the immediate years before all the disturbances World 
War IT introduced into our economic system. 

Mr. Wuirren. You mean World War I? 

Mr. Wetis. World War [, yes. 

Now, as we came out of World War I, a number of things had 
happened. Agricultural commodities had been very scarce, their price 
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had gone up and land values had increased. Costs came up some- 
what slower and then in 1921 we had a depression. From the fall 
of 1920 to the summer of 1921 farm prices dropped a little better 
than 50 percent. in 12 months. 

This started the agitation for farm relief. 

During World War I and immediately following, the first real 
statistical work relating to agriculture began in the colleges and in 
the Government :nd looking at the problem in 1921, 1922 and 1923 
where we wanted to measure the disturbance caused by the war and 
the following readjustment, there was general agreement that the 10 
years 1905 to 1914 before the war would be the best normal. 

Actually the crop and livestock estimating system had started col- 
lecting monthly prices of some farm commodities in 1908—cotton in 
August 1909. Since sufficient monthly and other statistical data was 
only available for 1909-14, the index number makers chose 1909-14 
as the base for their index numbers in the early 1920’s. 

During the 1920’s, as agitation for farm relief continued, there was 
a great deal of talk about using cost of production as a price stand- 
ard. The diffic ulty was no two substantial groups could ev er agree on 
how to calculate costs of production so in the fall of 1932 in debates 
that—if you will remember in those days the Congress met after elec- 
tion—that preceded the new administration and the new Congress com- 
ing in and the draft bills that were introduced at that time, a shift was 
made to what were called parity or fair purchasing power prices. The 
indexes of prices paid by farmers and the average monthly prices 
received by farmers that the statisticians had been publishing were 
simply picked up and used in the new par ity formula. 

Now, as I say, those were rather rough indexes in the 1920’s. They 
were not used for legal purposes but as general economic indicators 
and following the passage of the Agricultural Adjustment Act of 
1933, revisions that had been in process for some time were published 
which used for both the prices received and the prices paid or parity 
indexes, the estimated bill or mix of goods which farmers bought in 
the years 1924 to 1929. That bill of eoods continued to be used, Mr. 
Chairman, until January 1950. 









NEW PARITY FORMULA 
In January 1950, the new parity formula, an explanation of which 
we will place in the record, went into effect. The new formula not 
only used the parity index, but it also uses a 10-year moving average 
of prices received to redistribute the change in farm prices in suc ch 
way that the parity price of each commodity will bear the same 
relation to the parity price of every other commodity as it actually 
bore in the 10 years immediately preceding the calendar year for 
which the parity price is calculated, while the average of all farm 
prices will bear to the average of all prices paid by farmers the same 
relation as existed in 1910 to 1914. 

This may be complicated, but this is the parity formula. 

(The explanation of the 1950 formula referred to above will be 
found on pp. 128-131 of the appendix.) 

Mr. Wurrren. What you mean, if I understand it, is that for the 
first time you related parity of one commodity with another? 
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Mr. Weis. Yes. It keeps the relation between all farm prices and 
all priced paid by farmers at the 1910-14 ratio, but some parity prices 
go up and some down relative to others and this redistributes the 
actual parity prices, so for any year they have the same relation to 
each other as existed during the 10 calendar years immediately pre- 
ceding. 

REASONS FOR REVISION OF INDEX 


Now, at the time this was introduced, we felt and had for a number 
of years, that the 1924-29 bill of goods which farmers purchased was 
completely out of date and we did in January 1950, while Secretary 
Brannan was Secretary of Agriculture, revise the parity index fol- 
lowing much the same procedure that we used for January 1959, 
and the third revision is the one published last Friday, Mr. Chairman. 

Mr. Wuirren. Now, in the three that you mentioned, you worked 
with all three ? 

Mr. Wetts. No, sir. I worked with the last two. I was aware of 
the first one. I was not directly involved in the calculations and 
decisions, 

Mr. Wuirren. Where did the directive for this change come from, 
for the two that you have worked with? Did the Secretary direct you 
to take that action? Did the Congress direct you take it? What 
was the motivating force for the first change? Where did the order 
come from ¢ 

Mr. Weis. Well, as far as I know, the first revision in 1933, the 
suggestion or recommendation would have come from the statisticians 
in the Bureau of Agricultural Economics who felt that the 1924-29 
weight was much better than the rough materials they used for the 
earlier 1920's, 

Mr. Wurrren. You would recommend that to the Secretary, how- 
ever, and get orders from him to proceed, would you not ? 

Mr. Wetts. Yes. 

Mr. Wuirren. So the order came from the Secretary, though you 
sold him on it. I mean the folks in your shop sold him on the necessity 
for the change, but the Secretary would tell you to proceed, under the 
rules ? 

Mr. We ts. I couldn’t say about 1933, but the two later revisions, 
why most assuredly we referred the problem to the Secretary’s office 
and they indicated whether to go ahead or not. 

Mr. Wurrren. So that isthe origin of the actual change ? 

Mr. Wetts. Well, the origin comes with the technicians. 

Mr. Wuirren. Do you promote it ? 

Mr. Wetis. Let me say this 


HOW DECISION TO REVISE INDEX WAS MADE 


Mr. Wuirren. You promote the need for something to be done, 
but you actually act after the Secretary clears it and tells you to 
proceed. 

Mr. Wetts. The action is approved by the Secretary ; yes, sir. 

Mr. Wurrten. In connection with this last announcement, when 
did your folks promote it or propose it, and when did the Secretary 
give you instructions to proceed? Could you supply the committee 
with the basis of the forms in which you submitted this to the Secre- 
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tary, together with any indications as to what the end result would 
be, and could we have the directive from the Secretary telling you to 
proceed ? 

Mr. Wetts. Yes, [ think I can supply that. 

Mr. Wuirtren. We want all ‘of it. We don’t want it piecemeal, 
because the committee does have the investigatory authority where 
we can get it. But we would like to know if you will submit to the 
committee that information ? 

Mr. Wetts. We will be very happy to have the investigators come 
down and go through our files, but—may I say a few words off the 
record on this? 

Mr. Wuirren. Yes. 

( Discussion off the record.) 

Mr. Wuirren. I say this with all deference: I want to see how 
objective you are when you get up to the policymaking levels, as you 
have, and retain your civil-service rating, and head one of the ‘big 
sections. I want to know whether it is possible for a man to be on 
the Secretary’s policymaking team and be fully objective, knowing the 
Secretary’s views—where he honestly believes that to reduce price sup- 
ports by law, by Executive action, and by changing the definition of 
parity. I just wonder, having to serve in conferences with the Secre- 
tary, the Commodity Credit Cor poration, and elsewhere, whether it 
leaves you as objective as you once were when your prime job was in 
the statistical branch ? 

I am saying that frankly, because it does raise some serious questions 
with me. 

Mr. Weis. Mr. Chairman, with respect to that question, let me 
make two observations, please. 

First, I am not now, nor have I ever considered myself, a major 
policy official in the Department of Agriculture. The current Secre- 
ti ary has what he calls his policy staff, which consists of the Secretary, 
the Under Secretary, the Assistant Secretaries, and the General Coun- 
sel: people appointed by the President and approved by the Senate. 

I am not a member of that policy staff, and I do not meet with it. 
I do meet with the Commodity Credit Corporation Board, and have 
done so ever since the grain arguments under Secretary Brannan. 

In the second place, as you “perhaps know, I myself feel that the 
Agricultural Marketing Service should have a professional economist 
to serve in the status of a deputy administrator, who should be in 
charge of economics and agricultural statistics, simply because I agree 
with you that the Administrator of the Agricultural Marketing Serv- 
ice, whether he is a policy official or not, has so many things to come 
to his attention that to follow as he should all of the various things 
that can happen in the field of agricultural economics and agricultural 
statistics becomes a difficult matter. 

I feel strongly on this matter and have ever since we have been 
organized. 

Mr. Wurrren. Mr. Wells, whether you have been designated this or 
that or the other, you have received promotions from the present Secre- 
tary and have received a more important position. You have civil- 
service status and have not been put in class A during that period. 
During that period you have been fully aware of the Secretary’s 
views—that he thought would help agriculture if price supports were 





reduced notwithstanding the record. You have been thoroughly 
familiar with his efforts to bring it about by recommendations to 
Congress, by executive actions within the law that gave him discretion, 
and with regard to any other legitimate means under which it could be 
done. You have been thoroughly familiar with that, have you not? 

Mr. We ts. Yes. 

Mr. Wuirren. That being true, when was it that you or folks under 
you went to the Secretary and called attention to the fact that now 
would be a good time to bring these facts and figures down to date 
and to modify the parity figure that the Department releases? That 
is the procedure that you have described. When was that done, if you 
can tell us, and again we will let you check your records. 

Mr. Wetts. The Secretary’s operating authority in each of these 
fields is delegated to his assistant secretaries. I report to an assist- 
ant secretary rather than directly to the Secretary. 

We have in the Federal Government a Division of Statistical 
Standards in the Bureau of the Budget and we do from time to time 
discuss common statistical matters. It has been a matter of general 
practice in the Federal Government to revise index numbers at least 
once each 10 years and it has also been 

Mr. Wuirten. Mr. Wells, you have given me the extenuating cir- 
cumstances first. I think it would be much better to answer the 
question and then give your extenuating circumstances. 

Mr. Wetts. I am trying to proceed in an orderly process. 

Mr. Wuirren. I asked you “when.” After you answer that vou 
can go into “why.” 

Mr. Wetts. We first went to Assistant Secretary Earl Butz some- 
time in the spring or early summer of 1955. 

Mr. Wuirren. Now, may I follow up with a series of questions. 
I will give you time to enlarge and give the full facts. 

This committee was familiar with Mr. Butz’ views, who also be- 
lieved that we shouldn’t have price supports at anything like the level 
that we now have them. The record is full of that. Would you tell 
us whether or not at that time Mr. Butz wasn’t interested in whether 
it would reduce price supports or increase them? 

Don’t you know that at that time he was interested in what your 
opinion would be as to which way it would go? 

Mr. Wetts. He very likely was. I don’t remember the exact con- 
versations with him, but this came up in terms of requests for funds 
before the Budget Committee of the Department of Agriculture, of 
which Mr. Butz was a member, and he had to approve or disapprove 
what I asked for. 

I at that time very likely pointed out we revised the index in Janu- 
ary 1950 where we shifted from 1924-29 to 1937-41 average weights, 
and that that revision lowered parity prices by something more than 
1 percent. It lowered the prices paid, interest and taxes index by 
21% percent, but we were also directed to include an appropriate 
allowance or weight for wage rates paid hired farm labor. So the 
net effect was an increase in the final published index. 

I probably pointed out to him at the time, which I later pointed 
out to this committee, that I didn’t know whether revision would 
raise or lower the index, that I didn’t think it would change it a 
great deal. 
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Our problem at that time was the fact that if we were going to revise 
the index, we needed information not then available, and the ques- 
tion before us was requesting funds or authority from the Bureau of 
the Budget to come before the Congress and ask for funds for a gen- 
eral farm expenditure survey. 

The request for a general expenditure survey, with the dual pur- 
pose of helping strengthen our farm-income estimates and pro- 
viding—— 

Mr. Wuirren. What do you mean by “strengthen” ? 

Mr. Wetts. What is that ¢ 

Mr. Wuirren. What do you mean by “strengthen”? Do you 
“strengthen” so the farmer’s net position is better or worse ¢ 

Mr. Weuis. Well, I don’t think it affects the farmer’s net position 
one way or the other, Mr. Chairman. We are the source of the esti- 
mates on gross farm income, farm expenditures, farm prices, these 
various indexes. I think our problem—certainly I have always in- 
terpreted our function as to get the best set of estimates we can get 
with our resources. 

Mr. Warrren. Mr. Wells, I agree you ought to be frank and objec- 
tive and you ought to approach it with that in mind. I am not at this 
point saying that you haven’t been insofar as your dual capacity will 
permit. But I am asking you: Do you have any idea why it is that 
the Department of Agriculture has a Statistical and Economics Sec- 
tion, unless it be for the purpose of protecting the farmer’s relative 
situation with regard to other segments of the population ? 

Do you know why we should have all this money spent, when our 
President makes a speech and talks about all we are spending on the 
farmer? Then we find these facts, and find that he is spending a 
whole lot of it through you to reduce farm income about $182 million, 
without an act of Congress? 

Mr. Wetts. Well, Mr. Chairman, I 

Mr. Wuirren. I am asking you, do you conceive of any reason why 
the Department of Agriculture, the cost of which is charged up to the 
farmer, should spend a lot of money in this field, if the end result is to 
weaken the farmer’s income position? Do you have any conception 
of that being involved in this? 

Mr. Wetts. Well, I don’t believe that accurate statistics weaken 
the farmer’s position. Over the long run, over the years from 1933 
to date, certainly—and I am perfectly willing to go beyond that into 
the mid-1920’s, these estimates of farm income or farm expenditures, 
on prices paid, prices received, parity ratios, have in my opinion 
enormously benefited the American farmer and they simply cannot 
have that material questioned if we can keep it correct. 





PREVIOUS REVISIONS OF INDEX 





Mr. Wuirren. In these other two instances where you did not initi- 
ate, did you end up actually reducing farm support levels ? 

Mr. We tts. I don’t know what the 1933 revisions did. We would 
have to trace that back to find out, Mr. Chairman. 

In the case of the 1950 revision, which I did institute as much as 
any single individual and carry through, the answer is, had we not 
revised our rates in 1950, farm support prices would have continued 












at a higher level. I think the immediate difference would have been 
somewhere in the neighborhood of 114 percent. 

Mr. Wurrren. Did Congress take ay action to prevent your find- 
ings from going into effect at that time ¢ 

Mr. Weuts. ‘They did not. 

Mr. Wurrren. You reduced parity support levels at that time ? 

Mr. Wetts. Beyond what it would have been had we kept the old 
weighting system ; yes, we did. 

Mr. Wurrren. Could you give us the figures as to how much that 
prediction was and what the cost to the price support system was ? 
Can you supply that for the record? Actually your change kept a 
congressional increase from being as large as it would otherwise have 
been. 

Mr. Wexus. We can tell you what the reduction was, Mr. Chair- 
man. I can’t tell you what it would have cost the price ‘support Sys- 
tem, because I don’t believe parity prices could have been continued 
unless we made an effort to strengthen and improve the calculations. 

Mr. Wurirren. You mean Congress would have thrown it out? 

Mr. Wexus. We would have been subject to a continual and in- 
creasing barrage of criticism from statisticians and technicians and 
other people within the Government, and I do not believe that Con- 
gress would want that situation. 

Mr. Wurrren. You believe the Congress would have changed the 
law if you hadn’t changed your figures 4 

Mr. Wetts. We can tell you about how much parity was reduced 
over the years. 

Mr. Wuirren. Are you trying to say we couldn’t have kept price 
supports, based on what the Congress would have done? That was 
fixed by law. 

Mr. Wetts. I think we would have gotten orders to change if we 
hadn’t changed. 

I don’t believe agricultural statistics fall outside the realm of other 
statistics. 

Mr. Wuirren. You feel if you hadn’t made this review, that the 
price support system would not ‘have continued ? 

Mr. Wetts. It would have continued, but I think we would have 
been directed to improve the indexes—criticism would have got to the 
place where we would have been directed to have revised. 

Mr. Wuirren. By whom? 

Mr. Wexts. I would think by the Congress itself, probably. 

Mr. Wuitren. By the Congress ¢ 

Mr. We tts. Yes. 

Mr. Wurrren. That is the point I am making. It is your judg- 
ment if you hadn’t reviewed it, that Congress wouldn't have passed 
the law or wouldn’t have been able to keep it. 

Mr. Wetts. The laws were passed; the Congress has never tied 
down how these indexes shall be computed. They have picked up 
the indexes that were being computed by the old Bureau of Agricul- 
tural Economics, and at no time—exe ept in connection with transition 
parity—hs we they tried to say that “This set of weights shall or shall 
not be used,” and we have certainly tried to be perfectly honest about 
what we have used and in fact we would like it revised once each ten 
years. 
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Mr. Wuirren. You said if you had not done that the farmers would 
not have retained price supports ? 

Mr. Weu1s. I beg your pardon. If I said that, I was mistaken. 
They would have retained price supports, but I don’t believe that the 
parity index would have continued in that old form until now. I am 
not arguing that price supports would not have been continued. 

Mr. aac. ou left the impression quite definitely with me— 
arsed I didn’t follow you—but you left the impression that, if you 
1adn’t redone your figures, Congress would have thrown out the price 
supports. 

Mr. Wetts. No. I beg your pardon. If I did, I am mistaken. 

Mr. Wuirrten. That is the impression I got. You don’t s-iean that? 

Mr. Wetts. If I did, 1 am mistaken. The Congress, I think, would 
have found criticism such that they would have asked us to modernize 
the index. 

Mr. Wuirren. Isn’t it a fact that at that time Congress required 
you to put into your parity index payment of labor costs and other 
things which had the effect of not reducing the price but of increasing 
it. 

Mr. Wetts. The entire index was raised about 6 percent above what 
it would otherwise have been so the result of the revision and the 
inclusion of wages was a net increase of about 4 percent in the parity 
index as published. 

Mr. Wuitten. What you finally come around to now is that, while 
you studied it and your study would have reduced it, the Congress 
stepped in and you did not reduce it ? 

Mr. Weis. The law had been passed prior to the revision, Mr. 
Chairman. The Agricultural Act of 1948 was passed in the summer 
of 1948 to go into effect January 1, 1950. 

Mr. Wuirren. That is right. 

At that time when you went to the Secretary and asked the Secretary 
to let you revise your figure, you did it with full knowledge of a law 
which required you to take into account certain other factors—that is 
the payment of labor? 

Mr. Wetts. That is correct. 

Mr. Wurrten. On its face you could estimate that it would tend to 
raise price supports and not lower them as you earlier said, isn’t that 
correct ? 

Mr. Wetts. That is correct. 

Now, may I come back to—— 

Mr. Wuitten. Now, you went to Mr. Brannan with that and sold 
him on the idea and he went along and you did the work. However, 
the end result was the parity index was raised, in view of the new 
factor that you were told to include in the law? 

Mr. We ts. It would have been raised more had we not calculated 
the revision because in any event, the allowance for wage rates had to 
be added. 

Mr. Wuirten. That is right, by action of the Congress? 

Mr. Wetts. Yes. 

Mr. Wuirren. Did your going to the Secretary come after the 
action of the Congress, or before ? 

Mr. Wetts. I wouldn’t remember. We felt very strongly it ought 
to be revised. 
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Mr. Wuirten. In this particular instance, Mr. Brannan’s views 
about price supports and the present Secretary’s views are just like 
daylight and dark. 

Mr. Wetts. I worked under both of them. 

Mr. Wuirren. Their views were just as different as daylight and 
dark ? 

Mr. We ts. That is correct. 

Mr. Wuirren. Now, you are not a pinch-hitter, you are one of 
the regular players on this team. I think your rating will show it, 
and the number of employees under you will show it. The Secretary’s 
testimony in connection with this yesterday shows it. 

Mr. Wetts. Mr. Chairman, may I say one thing? 


BACKGROUND OF LATEST REVISION 


Mr. Wuirren. This time you went to the Secretary whose known 
view was to reduce price support levels in every legitimate way that he 
could. He went to Congress to get authority. Then when he got 
authority he used it. 

Mr. We tus. But I gave Mr. Butz no assurance this would either 
reduce or raise price-support levels. I simply said this should be done. 

Mr. Wuirren. I asked you if you didn’t recall Mr. Butz quite 
naturally would want to know if it was going to reduce parity. You 
just testified that he naturally would have been interested. 

Mr. Weuts. I assure you I didn’t tell him it would reduce it or 
increase it. 

Mr. Wuutren. I wouldn’t say you promised him. I give you credit 
for being an honest statistician through the years. But I do think 
you are wearing two hats which must embarrass you one place or the 
other. 

Mr. Weis. Mr. Chairman, this has also been true through the 

years. 
; Mr. Wuirren. Now, in connection with this last announcement, 
where you went to a Secretary whose views were well known, through 
Mr. Butz, did you not testify to this committee in connection with 
getting money for these statistics, that they were necessary in order 
to keep agriculture on a comparative basis with labor and others, and 
if we didn’t give you the money, that they would build up cost of 
living and various other things to the detriment of the farmer? 

Hasn’t that been your general attitude in requesting this commit- 
tee and the Congress for funds for this work ? 

Mr. Wetts. Well, the testimony is a matter of record. 

Mr. Wuirrten. I am trying to put it in general words because I am 
asking for your general attitude and your general presentation. 

Mr. We ts, I have certainly maintained and still maintain that 
we need good agricultural statistics. They are of benefit to agricul- 
ture and they should be calculated in the Department of Agriculture 
rather than in Labor or in the Bureau of the Census, yes, sir. 

May I answer the question we originally started with, Mr. Chair- 
man, because it has to do with what you want for the record. 

Mr. Wutrren. Well, I have a pretty good idea what I want for 
the record, but go ahead. 

Mr. We tts. We did go to Assistant Secretary Butz and we did go 
to the Secretary’s Budget Committee which is made up of Assistant 
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Secretaries, and asked for permission to go to the Bureau of the 
Budget and go before the congressional committees, requesting ex- 
penditures for certain purposes, one of which was to look at a new 
weighting system for the parity index. 

Now, after that survey was complet ted, and we had fairly well 
analyzed what the expenditure pattern was for the United States 
and for the major regions and for different classes of farmers, I did 
ask Mr. Stauber in the Price Branch of the Agricultural Statistics 
Division to carry forward a series of exploratory calculations as to 
what might or might not result. 

The memorandum which he addressed to me, summarizing that 
work, is in my files under date of March 1958. 

On basis of that memorandum, Mr. Chairman, some time in 
July, I addressed a memorandum to Mr. Don Paarlberg, the Assist- 
ant Sec retary to whom I reported at the time, outlining what I con- 
sidered the polic: y questions which should be called to the attention of 
the Secretary’s Office and I was told by Mr. Paarlberg to go ahead 
with the calculations on the basis of—so far as we could—the same 
type of revision and the same general structure as was involved in the 
indexes published in January 1950. We went ahead with those cal- 
culations and in early January of this year Mr. Stauber submitted a 
rather detailed memorandum outlining so far as he could at that time 
the state of the calculations and the problems involved and on. the 
basis of that memorandum I wrote the Under Secretary of Agricul- 
ture outlining our technical recommendations and calling attention 
to certain alternatives on which policy decisions might or might not be 
taken. 

I was told to take the technical recommendations, which we did, and 
the last step was a memorandum to the Secretary of Agriculture 
transmitting the appropriate docket and determination for the Fed- 
eral Register. 

This report was released through the facilities of the Crop Report- 
ing Board. We found there were so many people, Mr. Chairman, 
interested in the parity index and possible changes during the last 
World War—when this had to do not only with price supports, but 
also with price ceilings—that the Department’s regular price report 
is now released through the facilities of the Crop Reporting Board. 
Now, a number of such reports are released from what we call a lockup. 
I think you are familiar with the main crop reports which carry the 
estimates on speculative crops. At the beginning of World War II 
we found so much interest in what the parity index might be, and 
the changes from month to month, not only because it was associated 
with price supports, but also price ceilings, that I asked the Secretary 
for permission to release it from the lockup. 

This meant that most of this material was in worksheet form at 
the time the release was made. We never reach the final answer for 
the particular month or estimate, until after we are locked up in 
the morning, so we minimize as far as we can the possibility of any 
leak. 

Now, I am perfectly willing, so far as O. V. Wells is concerned, 
Mr. Chairman, to supply these records to you and the committee. I 
would hope that the names of the civil servants other than myself 
might be kept confidential if you see fit to publish such records because 
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[have to carry the entire responsibility for making these recommenda- 
tions and for seeing that the calculations were made. 

Mr. Wurrren. The committee would like to have those. I certainly 
wouldn’t pled myself not to approve the release of the names if it 
became essential from the standpoint of the committee. At the present 
time I would think that there is no necessity. I think we could do it 
in line with your suggestion, but I would think that the whole sub- 
committee should make that decision. 

Mr. Wetus. That is right. 

Mr. Wuirren. | certainly would want to confer with you prior to 
any action that the subcommittee might take. This thing came as a 
bolt out of the blue, and neither you, the Secretary, Mr. Butz, or 
everybody else appearing before this committee as an arm of ‘the 
Congress each year, told us you were planning to come out with any 
such thing. 

I have conferred with you personally and you have given no indi- 

cation that anything like this was in process. You have told the 
Congress nothing about it. It just suddenly comes out. 

In view of that, I think this committee would be interested in all 
the official documents and memorandums and everything else that 
went on. 

Now, we have just recently requested and obtained that same kind 
of thing with regard to the REA, so this is similar to what we have 
asked for before. 

I personally would not want it to be embarrassing to any individ- 
ual. But I couldn’t commit the subcommittee not to do what it might 
determine to be in the public interest. 


Mr. Wetts. May I say a word off the record ? 
Mr. Wuittren. Yes. 

( Discussion off the record.) 

Mr. Wuitrren. On the record. 


CHANGES IN COMPOSITION OF INDEX 


Mr. SANTANGELO. In computing the parity index which you have 
just arrived at, did you eliminate any of the articles and services 
which you had used in arriving at the parity index of 1950 and if so, 
what? 

Mr. Wetts. Yes, sir. We added a considerable number of new 
commodities and dropped a considerable number of old commodities. 

We did the same thing in 1950 and we, upon occasion, do have to 
add or drop a commodity from time to time—the problem, Mr. San- 
tangelo, is that the bill of goods farmers buy changes from time to 
time. The bill of goods farmers bought in 1910-14 is just not repre- 
sentative of what he is buying today. The bill of goods he bought 
during 1937-41 is quite a long ways from being representative. 

New commodities are coming in and old commodities are going out 
and this is a constant problem “for any index number maker as to ) how 
you introduce new commodities and how to take out old commodities, 
so you can measure the price change. 

Mr. SantTancero. So the reason you dropped certain items was be- 

cause there wasn’t a sufficient quantity being sold or being purchased ? 
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Mr. Wetts. We did in 1950 and again in this particular case cal- 
culate a number of subindexes for informational purposes; indexes 
of farm-family living and farm production costs which are in turn 
broken down into subindexes for food, fertilizer, farm machinery, 
motor vehicles, and so forth. 

We try to get in those indexes as far as we have the prices the 
commodities which account for more than one-half of 1 percent of the 
subindex. 

Mr. SanrancGevo. I notice that you have included items which 
might be considered luxuries which may be not part of the farm 
equipment in arriving at an income. 

You take televisions and perhaps furniture and other items, which 
items vary from farm to farm, and which may be considered in a city 
as luxuries, and would they have a material effect on the parity 
index ? 

Mr. We tts. This, Mr. Santangelo, is an average index for all farm- 
ers in the United States. The law directs us to include articles and 
service used by farmers and we interpret that to mean all articles 
and services ordinarily used by farmers, so that our index, just as 
the Consumer Price Index of the Bureau of Labor Statistics, does 
have quite a few items that you might consider above bare minimum 
living standards, but some farmers have those items and I wish they 
had more of them. 

Mr. Wuirren. If you issue these changes periodically, and it has 
this same result each time, you can rest assured they will have fewer 
and fewer of them, Mr. Wells, in my judgment. 

I have stuck to the Democratic theory that there should be parity 
of income. I haven’t changed with the Secretary. 

Now, I would like to pursue the consecutive steps. I trust members 
of the committee will feel free to interrupt me. 






































NATURE OF PARITY INDEX FORMULA 






In this parity index formula, as you explained it, you compare 
the farmer’s prices received with the prices he pays for the things 
he now buys? 

Mr. We ts. Yes. 

Mr. Wuirren. Per unit? 

Mr. Wetts. Yes. 

Mr. Wuirren. Then you compare that with the base period 1910 
to 1914? 

Mr. We ts. 1910-14 is the reference base to which we must eventu- 
ally tie all these calculations. 


BASIS AND METHODS USED IN REVISION 










Mr. Wuirtren. Now, for the basis on which you set out to peng 
this change about, you used only 5,000 farmers that were selec 
by the Bureau of the Census, by regions. You used only 5,000 on 
prices paid, and another 5,000 for prices received, did you not? 
Mr. Wetts. Well, Mr. Chairman, the figures I have here are 6,715 
schedules for farm production, 3,845 schedules for living, and in 
addition to that we had a food survey on an additional 2,006. 
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Mr. Wurtrren. So this whole thing traces back to those relatively 

few farmers who were selected by the Bureau of the Census or by 
you? 
" Mr. We ts. I think we selected them, Mr. Chairman. I would 
have to check that. We originally prepared the so-called master- 
sample materials from which much of the farm sampling is now 
done. It was originally prepared in a cooperative project which 
included Iowa State College, the Bureau of the Census, and the 
Bureau of Agricultural Economics, and I am under the impression 
that we controlled the selection of this sample within the Department 
of Agriculture. 

Mr. Wuirren. How did you control it? This information was 
obtained for you by the Bureau of the Census. Did the Census do 
that at the time they were taking the census of all the people in the 
United States? 

Mr. Wetts. No; they did this with special enumerators who did 
this and this only, I believe. 

Mr. Wurrren. In connection with the agricultural survey ? 

Mr. We ts. No; the Bureau of the Census has enumerators who 
are constantly running small enumerative sample surveys. They also 
have electric machinery which makes it easier to tabulate and sum- 
marize material. 

Mr. Wuirren. You say you selected them. I wish you would de- 
scribe how the mechanics of that work. 

Mr. Wetts. I beg your pardon. Mr. Stauber says we actually did 
the enumeration in the Department of Agriculture but used the 
Census for the mechanical work. 

Mr. Wurrren. Now, how did you go about that selection? At 
your higher figure of 7,000, that would be about 2 farmers per county 
in the United States? 

Mr. Wetts. That is right. 

Mr. Wurrren. And based on what you found from two farmers 
per county, handpicked by the Department, that is the basis on which 
you come up with this revision reducing price supports an additional 
$200 million. 

You said you selected them, which means if you selected them, you 
handpicked them. And on only two to a county you come up with 
something that costs the farmers at least $182 million. 

Mr. Wetts. We didn’t handpick two to a county; what we did—— 

Mr. Wuirrten. I say it would average two to a county. We have 
something over 3,000 counties in the United States and on an average 
it would be about 2 to a county. If you had five in one county, it 
would mean you would have none in another, and so forth. 

You agree with that arithmetic, do you not? 

Mr. Wetxs. That is correct. These are areas or segments which 
take in sizable blocks. 

Mr. Wuitren. Now, you say you select them. Mr. Stauber says 
you select them. Now, how did you go about selecting them? 

Mr. Wetts. As I say, a number of years ago what is called the 
Master Sample Materials were prepared and they have served as a 
basis for a great deal of agricultural sampling. 

In other words, census materials were taken and certain geographi- 
cally defined areas were selected, statistically and mathematically, 
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which we believe will give us on a sampling basis a close approxima- 
tion of what is in the total universe, or what a total census would show. 
Obviously, it is a sampling process. 

Mr. Wurrren. That is all right, but it is not an answer to my 
question. 

You have a county down in Kentucky or Mississippi or even up- 
state New York. Now, how, among all the farmers that you find, 
did you select the two who were going to report ¢ 

Mr. We ts. I would have to have a special statistician to talk to you 
but what we did—areas or strata are taken to represent all agr icul- 
ture and in these areas or strata we selecte farms or blocks of farm- 
land at random, mathematically, so that every kind of a farm gets a 
chance to be selected or represented. Admittedly, it is a small sample, 
Mr. Chairman, but it is better information than we have previously 
had. 

Mr. Wuirren. It is worse information, judged by the end result, 
in my opinion. Perhaps I see the need a little more in this field per- 
haps than some others. At least I have stayed with my basic belief. 
But it is an average of only about two people per county which you 
did select. 

Mr. Wetts. That is right. 

Mr. Wuirren. When you selected them, what did you do? 

Mr. Wetis. We took a detailed questionnaire and sat down and 
spent, I think about 4 hours with each fi ach schedule, Mr. 
Chairman. 

Mr. Wurrren. You had one group of farmers checked on what he 
paid out and a separate group of farmers on what he took in. 

Mr. Wetuis. We had basically one schedule on farm production 
costs and one on farm living costs because it took several hours to take 
a schedule, and we felt to take a whole day’s time of the farmer was 
asking too much. 

Mr. Wuirren. Don’t you see what that would lend itself to? If 
you selected the best and most economical production unit to get one 
set of figures, and then selected another fellow for the other figures, 
that separation lends itself to picking a farmer who would reduce it 
on one side and another on the other side. You could select somebody 
to fit your desires or rather the Secretary’s. 

In other words, you intentionally didn’t check the farmer’s living 
cost, his production cost and the prices received so that you had a com- 
plete picture of that farmer. You selected one set for one thing, 
another set for another thing, and a third set for another, didn’t you! 

Mr. Wetts. There are different sets involved, yes. 

Mr. Wuirren. That is right. 

So your own mechanics left you where you didn’t have the composite 
of a particular farmer at all. In not a single case did you have the 
composite picture of production cost, living cost, and prices received. 
You selected different groups for each of the three; isn’t that right? 

Mr. Wetis. P roduction and living expenses are involved and there 
was also, in another survey, a schedule for food expenses, but in each 
case what we are interested in is not the total so much as the relative 
distribution between commodities and commodity groups. 

Now, of course, we have checked this against any other material we 
have to see whether we think it is reasonable. 

This information is in addition to what we ordinarily or otherwise 












wo’ 
Mr 


in 
ent 
ap 


kn 
an 
we 
as 


st 


~ 






ma- 
LOW, 


my 


up- 
nd, 


you 
‘ul- 
‘m- 


ni 
re 


LS 





105 





would have had. Meanwhile, the 1937-41 material for family living, 
Mr. Chairman, was based on general consumers surveys carried out 
in 1937 and 1941. 

It is admitted these are sample date and a great deal of judgment 
enters into it. 

(A further statement on this subject will be found on p. 131 of the 
appendix). 

Mr. Wuirren. I realize that. I am just showing that where we 
knew Dr. Butz’ views, and the record is full of his expressed views, 
and Dr. Butz cleared your request and helped you to get the money, 
we know Dr. Butz to the point he is bound to have been interested 
as to whether this was going to raise or lower the index. As you 
state, you likely did discuss the effect. 

I know Dr. Butz and I have dealt with him across the table. I am 
personally fond of him, but don’t subscribe to his views, but he made 
no bones about his view. Don Paarlberg makes no bones about his 
view too, which is against real price supports. 

Mr. We.ts. They are both perfectly straightforward. 

Mr. Wuirren. And they are for reduced price supports. 

Mr. WeEtts. That is right. 

Mr. Wuirren. Now, on this thin sampling which you have ex- 
plained to me- 

Mr. We ts. The sampling was of farms; but they were selected 
within specified areas or counties by strictly random methods. We 
had small farms and big f farms, good farms and indifferent farms. 

Mr. Wurrren. If there were 3, 000 farms in the county you deter- 
mined which farm you were going to? 

Mr. Wetts. Yes; by good sampling methods. And we don’t go to 
all the counties. 

(A further motengant on this subject supplied after the hearings 
will be found on p. 131 of the appendix.) 

Mr. Wuitren. Now, it says here: 

The parity indexes of any day shall be the ratio of the general level of prices 
for articles and services that farmers buy. 

Now, according to our check, you took out 71 items and added 136. 

Could we have listed the price that you used for the ones that you 
added and the price that was tied to the ones that you took out? 
These are articles that the farmer bought. To come up with your 
finding, you must have put a value on these 136 as to what the farmer 
paid. 

Can you give us that? 

Mr. We tts. That is right. 

Mr. Wuirren. Do you have it with you now? 

Mr. Wetts. We don’t have prices for commodities taken out. We 
have the complete list for items included in the January compilation, 
Mr. Chairman. 

Mr. Wuirren. Could we have those now ? 

Mr. WEtts. Yes. 

Mr. Wuirren. We would like to have that put in the record. 

(The information referred to will be found on pp. 132-147 of 
appendix. ) 

Mr. Wetts. We have the commodity, the price in September 1952, 
the price in September 1955, the price in September 1958. This hap- 
pens to be because we used these Septembers for a number of checking 
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purposes. We also have the price in December 1958, and the price 
or the change we use for January 1959. We will give you similar 
material for the commodities that we dropped out. 

Now, we should give you a brief explanation because you are per- 
haps aware that some of our prices we collect every month, some of 
them we collect every 3 months, and some of them we collect, a few 
of them, every 12 months. 

Mr. Stravser. Or 6 months. 

Mr. Wes. In the case of the current month, Mr. Chairman, on 
groceries we use the difference between chainstore prices in the smaller 
towns this month as compared with last month—the change from 
December to January—to get an estimated change. Each quarter we 
have a sample which includes both independent and chainstores. The 
small independent stores report only quarterly. We collect prices on 
some farm machinery items once every 3 months. Some once every 6 
months, and so forth. Fertilizer i ices are collected in the spring and 
fall planting seasons, April and § eptember. 

Mr. Wuizren. In this list we might refer to “round steak.” It 
shows that round steak in 1955 was 78.9 cents. Do you use that figure 
instead of the 92.3 cents for 1958 ? 

Mr. We tts. All these figures were used. We calculate an index for 
every month. 

Mr. Wurrren. In your announcement here, which of these figures 
were used in connection with this reduction in the parity index? 

Mr. Wetts. We applied the percentage change in chainstore tern 
from December to January to our all-store average for December to 
get the round steak figure used for January. We use the chainstore 
prices as a first indication for the grocery list. 

Mr. Wurrren. In my earlier talk with you I understood that this 
release on January 30 represented your determinations based on data 
that was accumulated up to 1955, and did not reflect what had hap- 
pened from 1955 to date. I am just asking you what the facts are. 

Does this represent a bringing of this down to the date that you 
issued it, approximately ? 

Mr. We ts. Yes. 

What I would like to make clear is this, Mr. Chairman: The refer- 
ence base for the parity index is 1910-14. The actual parity index is 
a combination of four indexes chained together. The first index 
really runs from 1910 through 1924, and includes no allowances for 
automobiles, motortrucks, gasoline, and cars. It is essentially a kind 
of expenditure pattern farmers had when they used horses and mules 
as the only source of farm power. 

Then in 1924 the motor vehicles were added to that index with what 
was considered to be appropriate weights. The second index runs 
from 1924 to March 1935. 

Then from March 1935 to September 1952, the index calculated on 
the base 1937-41 equal 100 and chained back to old index or 1910-14 
equal 100. 

What we have now done is calculate a fourth index on the base 
1955 being equal to 100 and we have chained that index into the old 
indexes in September 1952. 

So you must understand the parity index is really four indexes and 
we have to chain these four indexes together to get back to 1910-14 
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because to use the actual bill of goods the farmers used in 1910-14 is 
not practicable, many of the commodities aren’t even on the market. 
And you must further understand this is not an expenditure esti- 
mate, Mr. Chairman. This is simply a price level or a price rate 
estimate. a 

It is a change in prices for the same kind of commodities and the 
total amount spent for the commodities only influence the propor- 
tional weight allotted out of the 100 percent weight that goes into 
the index. 

Mr. Wurrren. You can lead us pretty far afield. But going back 
now, this represents a matching of the prices paid for what they 
buy against the prices received for what they sell, matched in turn 
back to the base period ? 

Mr. Wetts. That is right. 

Mr. Wuirren. Now, from looking at your list here, I think it 
would be mighty well if we could hire you to buy for farmers. We 
put in the record yesterday a showing that this reduction in parity 
would cost the cotton farmers $60 million. They have already inade 
arrangements to pay it out in increased costs in the textile mills. The 
Wall Street Journal article showed it yesterday. 

Now, for dresses, shoes, and oxfords, $8.75. 

Boys’ wool suits, $18.98; overalls, $1.99; sweaters, $3.58; oxford 
shoes, $5.61. 

Could I get you to buy for my household? Women’s house dresses, 
$2.95 ; cotton dresses, $5.03 ; rayon, $7.65. 

Coats, light weight full length, $23.60; heavy coats, $26.22. Where 
is this one on used automobiles? That is one of the items you added 
here. Farmers are down to buying used automobiles. What price 
did you say they were paying for that? Used pickup trucks? 

Your list shows for September: Used automobiles, $585. What 
kind of car is that, Mr. Wells? Is the farmer down to buying a $585 
car, really ? 

Mr. Wetts. I think some farmers are; yes. 

Mr. Wurirren. What is he going to do when you get through with 
him on this parity change? He is going to be walking, isn’t he? 


METHODS OF OBTAINING DATA 


Mr. Weis. May I tell you with respect to these prices, Mr. Chair- 
man, these prices are collected by our State statisticians, chiefl 
through mail questionnaires, and they represent I think as good a job 
as you can do by the mail questionnaire method. 

I think if you will compare prices paid by farmers for many items, 
as compared with prices paid by other people, you will come to the 
conclusion in many cases farmers are buying a cheaper and lower 
quality article. I did make such comparisons in World War ITI and I 
expect that is still true for many farmers in many locations. 

Now there is a real question—and you and I have discussed this 
before—as to whether you get satisfactory prices via the mailing 
method. The interview method is a fairly costly method. We have a 
project going in the State of Ohio where we are trying to compare the 
relative accuracy of collecting prices by the mail questionnaire method 
as compared to using enumerators. 
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Mr. Wurrten. That is as against 1910-14. That should help, not 
hurt. From the record you and Secretary Benson have made, I think 
this committee could well give thought to transferring your money 
to the Department of Labor to get up all the statistics the farmers 
need, instead of depending on your organization. 

I understood you earlier to say that this was done by you sending 
people out and spending 4 hours getting information. Now you indi- 

cate this comes from questionnaires. 

Mr. We ts. There are two different sources of data, Mr. Chairman, 
The volume of the commodities purchased, the average estimated 
quantities were obtained from expenditure surveys, but the price mate- 
rial we obtain every month—month after month after month. 

Mr. Wuirten. The quantity bought though, you didn’t figure that 
into this index, did you? 

Mr. We tts. Oh, yes, yes, indeed. 

Mr. Wurrren. Did I understand you that if he had to buy two 
tractors, that you included the cost of two tractors? Or did you just 
list the price paid for one in the parity index? 

Mr. We ts. Well, this is a price inde ‘x where the weights must add 
up to 100 percent and all we are measuring are changes in price rates. 
So if he buys two tractors, they will get heavier weight, but something 
else will get lesser weight. 













EFFECT OF NEW CALCULATION 










Mr. Wuirren. Are you trying to tell us by reason of this finding 
that the farm situation is improved, the net position of the farmer? 

Mr. We ts. I certainly am not. 

Mr. Wuirren. On what basis then would that further reduce his 
prices and his income, if his net position has not improved, but has 
gotten worse? What would be the basis for it ? 

Mr. Wetts. Well, all this index says is that our previous method of 
calculating, with the previous set of weights, was tending to result ina 
faster increase in the index of prices paid than was actually the case 
and was also holding up index prices received. But either the old or 
the revised index of prices paid by farmers have been steadily increas- 
ing and when you translate that into the total production expenditures, 
in view of the fact that farmers are buying more and more of their 
production goods off the farm, you get a very substantial increase in 
cash expenditures. 

Two out of every three dollars of farm income goes for farm pro- 
duction expenditures and three out of every four dollars of cash farm 
sales go into such expenditures. 

Mr. Wuitren. When you get all this information from this skimpy 
group, then you match it against the general level of such prices, rates 
and taxes during the per iod 1910 to 191 4, it leaves you the right to give 
such weight to these various comparisons as you think you ought to. 
That gives you a great degree of latitude in what you come up with, 
however honestly you may ‘approach the subject ? 

Mr. Wetts. That is right. 

Mr. Wurrren. And where you are acting with the approval of Dr. 
Butz, and at the instance of the Secretary, I just wonder if it hasn’t 
been reflected here. 

But to put this where I will understand it, you are trying to say in 
this announcement that the prices the farmers are paying for what 
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they now buy, as compared with the prices they now receive, leave 
them in a better position than under the old figure / 

Mr. We ts. Slightly better, yes. 

Mr. Wuirren. Which means then that either his prices have in- 
creased or that what he is now buying is cheaper than the things he 
used to buy. That doesn’t make sense. 

Mr. Wetts. No, the revision does not change the farmer’s position 
in any way whatever. The prices he was paying, commodity by com- 
modity, the quantities he is buying remain unchanged. All the re- 
vision says is, we think we have a little better estimate of what is 
actually he ippening. It doesn’t change what is actually happening or 
what the situation is out in the country in any way whatsoever. 

Mr. Wuirren. It might not change it to your mind. But when the 
Secretary of Agr iculture has announced price support levels percent- 
agewise, and then you change the level it is a percent of, you will 
agree it has cost the cotton ‘farmer $60 million this fall. 

Mr. We tts. It does affect the levels and if cotton sells at the support 
price this fall it will cost them money. 

Mr. Wurrren. $60 million approximately. You are at a high 
enough level that you are able to see cotton will sell at the support 
level approximately. 

Mr. Wexts. Well, Mr. Chairman, the way the law is written I would 
rather expect so. 

I would remind you that I work on an appropriation none of which 
can be used to pay the salary of any individual used in forecasting 
cotton prices. But we do know cotton has ieen holding very close to 


the support level. 


DATA ON PRICES RECEIVED AND PRICES PAID 


Mr. Wuirren. I want you to put in the record the prices paid in 
this base period 1910-14 and the prices received. You can’t go back 
and compare it unless you have something to compare with. 

Mr. We tts. There are four different indexes and you chain the 
indexes together. 

Mr. Wuirren. Let’s have all four of them and then the change. 

Mr. Wetts. We probably have some prices that go back to 1910-14 
for some items that are still there and are still about the same items. 

Mr. Wuirren. Now when you get through with this thing you tie 
it back to that period. But you can’t do it unless you have something 
for that period. 

I want what you have and what you use for that base period 1909-14. 
Prices received, prices paid. 

Now I would like to have, in connection with this table which you 
have given us, the prices received. I want to see what you are giv- 
ing the farmer credit for receiving. 

Mr. Wetts. We will give you similar material. We also revised the 
index of prices received by farmers which was lowered slightly. We 
should give you similar material for index of prices received. 

Mr. Wuirten. I want the information on which this announcement 
is based. 

Mr. Wetts. So far we have only talked about the index of prices 
paid. ; think we should have corresponding statements on the prices 
receivec 
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(The table on prices received, together with explanatory material, 
will be found on pp. 148-154 of the appendix. ) 

Mr. Wurrren. When we read the Agricultural Act of 1938, we find 
subsection (2) of section (f) which re: ads as follows: 






































Parity as applied to income shall be that gross income from agriculture which 
will provide the farm operator and his family with a standard of living equivalent 
to those afforded people dependent on other gainful occupation. Parity as ap- 
plied to income for any agricultural commodity for any year shall be that gross 
income which bears the same relationship to partity income from agriculture, 
such as the average gross income from such commodity preceding the calendar 
year added to the average gross income for agriculture for such 10 calendar years. 

Is that the section in which you say, once you figure parity for each 
one, you have to tie the various commodities together ? 

Mr. Wetts. No. 

Mr. Wuirren. What attention do you pay to that section in this 
announcement ? 

Mr. Wetts. We have said we were unable to supply statistics to fit 
that definition without a considerable amount of research. However, 
it is quite obvious that the parity income defined in these terms would 
be far above what farmers now get because this essentially says, “give 
farm people the same standard of living after paying production ex- 
penses as nonfarm people have.” 

The income estimates of farm versus nonfarm people is—— 

Mr. Wurrren. What attention is given to that section of the law by 
yourself and the Department ? 


DATA ON PER CAPITA INCOME 


Mr. Wetts. We have estimated in our income material from time to 
time the average per capita income of farm people from all sources and 
we have compared with that the average per capita income of nonfarm 
people from all sources. 

Mr. Wuirren. Do you have that information that you could supply 
for the record? 

Mr. Wetts. Mr. Randall has it. 

Mr. Wurrren. Could that be inserted in the record to show the true 
picture of farmers in connection with that ? 
(The document referred to follows :) 


Farm and nonfarm income per person 








. | 
| 
| Income per person on | 























Income per person on 
| farms | Income | farms Income 
Year eos LE ee pereon Year Shama rs Bar per person 
| | noton | not on 
From | Fromall | farms? | From From all farms 5 
farming ! | sources . farming! | sources? 
| | 
1935-39 __ $177 $251 $593 1] 1954_... ‘ $660 | $925 $1, 849 
1947-49____ - 659 | 851 | 1,480 || 1955_.....__- 610 894 1,975 
1950__._ 626 | 838 | 1,585 |} 1956.....-..-- 602 | 903 2,056 
1951____ 751 983 1, 763 1957.... 658 967 2, O82 
1952.____- 711 | 962 1,849 || 19584. __ 770 | 1, 068 2, 034 
1953... 666 931 | 1, 902 | 





1 Net income from agriculture including Government payments to persons on farms. 
? Column 1 plus income from nonfarm sources. 
3 Includes income from agriculture to persons not on farms. 


‘Preliminary estimates. Revised estimates based on more complete information will be published 
in July. 
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Mr. Wetts. To calculate the income parity would require many 
judgments, country versus farm life, whether it costs town people 
more to go to work, farm people less for medical expenses, and so forth, 
but our farm and nonfarm dollar income figures do give an indica- 
tion of the difference between the two. 

We will put those data in the record. 

Here are the rough figures for 1957. Per capita income, persons 
on farms from all sources, $967. Per capita income, nonfarm popu- 
lation, $2,082. That isn’t exactly comparable to the parity-income 
definition, but it does indicate the significant difference that you have. 

Mr. Wuirren. What is the situation with regard to farm income 
for those farmers ? 

Mr. Wetts. Do you mean income from farm sources ? 

Mr. Wuirren. Yes. 

Mr. We tits. That $967—about $658 of that was from farming and 
$309 from nonfarm sources. 


COST OF FARM EXPENDITURE SURVEY 


Mr. Wuirren. Now, Mr. Wells, how much money has been spent 
through the appropriation bill for you and how many people have 
worked on bri inging forth this announcement that reduced the parity 
index by some $182 million? How much money has been spent ? 

Mr. Wetis. We would have to calculate it. I would think that 
most of the cost for the farm expenditure survey would be charged to 
this, and following the beginning of this fiscal year when the decision 
was made to go ahead, I did transfer $20 000 to Mr. Stauber’s division 
for additional clerical and other costs. Basically it is the farm ex- 
penditure survey plus the additional $20,000. 

Mr. Wurrren. Put it in the record. 

(The information requested follows :) 


APPENDIX. COST OF REVISION OF PARITY INDEX 


Revision of the parity index was based on work extending through parts of 
four fiscal years. Over the period, fiscal year 1956—January 1959, Agricultural 
Marketing Service spent estimated man-years and funds directly for this work 
as follows: 


| Man-years | Amount 
1956_. | 
1957_.. 
1958 25, 800 


1959 (through Jan. 31, 1959) ‘ ey ; ; | 2. ¢ 18,8 


$277, 000 
1 75, 500 


1 Includes $45,600 transferred to Bureau of Census for processing and tabulation of the survey. 


The major portion of the man-years utilized in fiscal year 1956 was in terms 
of field enumerators. This represents approximately 350 enumerators employed 
for a short period—of 4 to 6 weeks—and the part time of an estimated 50 to 60 
regular employees who devoted time to planning, technical supervision, and 
other servicing of the survey. During fiscal years 1957 and 1958 the man-years 
represent primarily part-time or regular employees. However, during the 
period since November in fiscal year 1959, six employees have devoted their 
time exclusively to completion of the revisions of the price indexes. These are 
in addition to identifiable portions ox time of about 30 employees regularly em- 
ployed on other activities and some absorbed time on a consultative basis of em- 
ployees at the higher supervisory and executive direction levels. 

33913—59—>prt. 1 & 
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The major element of costs in this work was the farmer expenditure survey, 
for which funds were provided in the 1956 Appropriation Act. In fiscal year 
1957, the appropriation to AMS was reduced $177,000 to reflect the completion 
of the fieldwork for data collection. For 1957 and 1958 the costs are chiefly 
attributable to preparation and publication of the farm expenditure survey on 
a national and regional basis. Some portion of the costs for fiscal year 1958 
and the costs for fiscal year 1959 were directly devoted to the actual revision 
of the parity- and prices-received indexes. The estimates also cover the re 
vision of the prices-received index for farm products and the revision of parity 
prices for these items. In addition, there were some absorbed costs for tech- 
nical planning, consultation, and other services which are not specifically 
indentifiable and are not included in the data above. However, in this analysis 
the entire cost of the survey fieldwork has been included as attributable to 
the revision of the parity index. 

It should be noted that the survey had as its other main objective the check- 
ing or strengthening of the estimates of farm income and farmers’ production 
expenses—estimates which are now being made by States as well as for the 
United States as a whole. For example, the survey provided much new in- 
formation on, and a needed check of, the amount and sources of off-farm in- 
come received by farm families, while the revised expenditure data have been 
used in connection with the production economics work of the Department. 


DECISION 





TO REVISE INDEX 
Mr. Wuirren. In January the decision had already been made and 
you transferred $20,000 to Mr. Stauber. W hy did you not advise the 
committee that this matter was going forward? This decision was 
made in January last year and you came before this committee. Why 
didn’t you advise us of these developments ? 

Mr. Wetts. I don’t think this decision was made last January, Mr. 
Chairman. 

Mr. Wuirren. I understood you earlier to say that it was. 

Mr. We tts. I would be glad to look at the memorandums. The 
$20,000 was made available sometime after July 1958. After the farm 
expenditure discussion—— 

Mr. Wuirten. I may have misunderstood you, but I understood you 
to say the decision was made last January. 

Mr. Wetss. I think it was January this year, the memorandum I 

was talking about. 

Mr. Wuirten. The decision to go ahead make your official findings 
and release it? 

Mr. Weis. Yes. The actual decision to release or rather the actual 
recommendation was made January 9th of this year, I think, Mr. 
Chairman. 

Mr. Wuirren. How did that originate? Did the Secretary come to 
you or did you go to the Secretary ? 

Mr. We tts. I addressed a memorandum to the Secretary which I 
will put in the record, saying “Here are the technical recommenda- 
tions.” That was done i in January. As to when the decision was fi- 
nally made, the legal decision, it was made at the time the Acting 
Secretary signed the document and sent it to the Federal Register. 

Mr. Wuirr EN. I want the record of events and I mean all Pot it. 

Mr. WELLs. Yes, sir. 

Mr. Wurrten. Now, Mr. Wells, do you mean to say that the As- 
sistant Secretary—whoever he was—that when you sent a mem- 
orandum that this ought to be compiled and released, evidenced no 
interest in your judgment as to whether it would change parity levels, 
and you made no indication to anybody what it would do? 
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Mr. We ts. No, at the time we asked for the expenditure survey I 
made no indication as to what the change might be. I didn’t know. 

Mr. Wuirren. I am talking about this year when you 

Mr. Weuts. After the preliminary calculations last March we ae 
have reason to believe it would probably reduce the parity index. Ex 
actly how much we didn’t know. 

Mr. Wuirren. And this year, after the Secretary has been makin 
his pitch for reducing price supports, you went to him and urge 
him to take final action toward putting the index together, knowing 
the probable effect, and release it, didn’t you ? 

Mr. Wexts. I recommended that he revise the parity index; yes, 
sir. 

Mr. Wurrren. And at that time you told him the probable effect ? 

Mr. We tts. I told him the approximate effect ; yes, sir. 

Mr. Wurrren. Even though it was locked up and the figures 
weren’t known, the Secret ary had information from you as the expert 
in this field upon which he relied. If he let you go ahead and do this 
work which was locked up so nobody would know it, he knew it would 
come out in line with his beliefs, did he not ? 

Mr. Weis. Approximately, yes. 

Mr. Wuitten. Mr. Santangelo? 


INCLUSION OF COLLEGE TUITION FEES IN COMPUTATION 


Mr. Santancevo. In this last computation, you indicate college 
tuition fees as an item of expense. 

Mr. We tts. Yes, sir. 

Mr. Sanranceo. Didn’t they have any college tuition fees in 1914? 

Mr. Wetts. Yes, but we had no measure of them and we never had 
any weights or estimated amounts spent. We had no idea how much 
it was until this survey. 

Mr. Santancero. What did you think the tuition fee should be, 
would it average $2,000 per year? 

Mr. We tis. It was the fees for the land grant colleges and uni- 
versities. 

Mr. SanranGe.o. What would that be? 

Mr. Wetts. We will have to supply that. 


FORECAST OF PROBABLE OUTCOME OF REVISION 


Mr. Wurrrten. Mr. Wells, I can’t see the value of locking up any of 
this information or locking up those putting it together if you are 
going to submit to the Secretary the probable outcome in advance. 
Were the people who did this actual estimating aware of the assur- 
ances you had given the Secretary ? 

Mr. Wetts. T hey weren’t assurances. They were simply estimates 
that if we do these particular kinds of things it will have roughly 
this effect. 

Mr. Wuirren. That was prior to actually doing the mechanics of 
bringing them together. 

Was Mr. Stauber, and those in actual charge, aware that you had 
so indicated to the Secretary ? 

Mr. We tts. Mr. Stauber was. 
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Mr. Wuirren. And had Mr. Stauber told you that he could see in 
advance enough to make him certain, or approximately certain, as to 
the effect? Had he been a party to the agreement with you that that 
would likely be true prior to your going to ‘the Secretary ? 

Mr. Wetts. I wouldn’t say an agreement. Mr. Stauber had run the 
preliminary calculations which indicated what the e approximate effect 
would be, certainly. 


Mr. Wurrren. And for that reason had full knowledge himself? 
Mr. Wetts. Yes. 


COLLEGE TUITION FEES 











Mr. SantTance.Lo. Mr. Wells, in looking over the chart which is 
headed “Prices paid by farmers for household operation,” I note that 
college fees you have as a figure of $214 tuition. 

Mr. Wetts. Yes. 

Mr. Santancexo. That is a figure higher than any other figure of 
any other item. 

Mr. Wetts. What you need to analyze this is this statement here. 

Mr. SANTANGELO. W hich table is that ? 

Mr. We tts. This is the table which I haven’t in the record, but I 
wonder if it shouldn’t bein. This is a table showing the relative im- 
portance—in other words, to what extent the various prices and rates 
paid determine the parity index. It shows the relative importance of 
these in the index at certain times after you allow for the change in 
prices and the quantities associated. You have to have a percentage 
weight for the $214 and it is a very small one. 

Mr. SantTancevo. That is right. You have an item for college 
tuition and to what extent does the price of college tuition affect the 
overall picture? 

Mr. We ts. Forty-three one-hundredths of 1 percent. 

Mr. SaAntTaNGceELo. That is almost one-half of 1 percent. 

Mr. We tts. Close to it. 

Mr. Sanrancevo. This has quite an influence on the overall picture. 
If you eliminated that college tuition figure, the parity index would be 
reduced to the extent of 1 percent ? 

Mr. We ts. I don’t know. If you eliminated it, the forty-three one 
hundredths of 1 percent, weight or influence would be distributed more 
or less proportionately over almost every other commodity left and 
you would only change the parity rate to the extent the tuition rates 
have gone up more or Tess 

Mr. Sanrancero. It would have some effect upon it. 

Mr. We ts. It might, but adding or eliminating any one com- 
modity usually has a very, very small effect. 


STATISTICS 





ON FARM INCOME 


Mr. Santance.o. Now, going back to the farm income, the average 
farm income is, you said, $967. 


Mr. Wetts. The estimated average per capita income to farm people 
in 1957 was $967. 


Mr. Santranceto. And $309 of that $967 was attributable to non- 
farm income? 


Mr. Wetts. Yes. 
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Mr. Sanranceto. Now, in comparing with the income of non- 
farmers, you had an average per capita of $2,082 ? 

Mr. We ts. Yes. 

Mr. SantanceLo. Now, in computing the farm income, do you con- 
sider the amount of food which a farmer uses ? 

Mr. Wetts. Yes. Our farm income figures include an estimated 
value of house rent for the house that is on the farm, an estimated 
value for the food which the farmer produces and uses himself, and 
something for fuel and one or two other items. 

Mr. Santanceto. In other words, this $657 includes 

Mr. Wetus. Some implied house rent and some food raised for the 
farmer himself, yes, sir. 

Mr. Santancexo. In other. words, that includes the amount of food 
he raises for himself and he and his family eat ? 

Mr. Wetts. Yes. Valued at farm prices and not retail prices 
because the housewife generally has to do the preparing. 

Mr. SANTANGELO. It is included in the computation and is not 
disregarded ? 

Mr. We ts. Yes. 

Mr. Santanceo. To the city fellow this is a very important item 
of expenditure? 

Mr. Wetts. It is included and it is included at what the farmer 
could have sold it for. Not what he would have bought in the re- 
tail market. He would have bought a different product in the retail 
market because what he hands his wife has quite a few things to be 
done to it, which is ordinarily done at the retail store. 

Mr. Santancevo. It clarifies it in my mind because we city fellows 
can’t sell food if we are in business, but we do have to buy it. 

Mr. We tts. It also includes an amount for house rent because the 
farmer also uses his own house and we take care of that by allowing 
for the price of building materials to repair such houses. 


METHOD OF GATHERING DATA IN KENTUCKY 


Mr. Narcuer. Mr. Wells, as you well know, in my home State of 
ae we have 120 counties and at the present time we have some 
d 


thirty-odd counties in an emergency stage as far as declaration by the 
Governor is concerned. 

Now, at this point in the record, Mr. Chairman, in order to save 
time, I wonder if it would be possible for Mr. Wells just to include a 
short statement as to what system you use as far as Kentucky is con- 
cerned in obtaining your figures? 

Mr. Wetts. I can submit a short statement and a map showing the 
actual areas or counties for the entire United States. 

Mr. Wurrren. We will be glad to have it if you will also show the 
number of farmers. 

Mr. We tts. We will do that. 

(The information requested will be found on pp. 154-158 of the 
appendix.) 

Mr. Horan. Mr. Chairman, I want to say I have known Mr. Wells 
for quite a while now and also Mr. Stauber. Mr. Randall is a new 
acquaintance of mine, but I want to commend you on the work that 
your Division puts out down there. I think there are a lot of things 
that aren’t under your control, either in the Department or in Agri- 
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culture. As an economist, you try to give us the greatest amount of 
truth that you can out of the picture as you analyze it from month 
to month. 


I want to wish you well on your trip to the Spokane Farm Forum 
and I do want to talk to you when you come back. 


Mr. Weuts. Thank you. 







FARM PRODUCTION 


Mr. Horan. Included in this attempt—and I think this subcom- 
mittee yields to no one in trying to do the right thing for the Ameri- 
can farmer—I believe you try to—the biggest problem I think we have 
now is acreage restrictions and some of the things perhaps at the 
moment we are doing that affect us competitively in world markets by 
reason of our building up farm production. That at least is one 

item. 

The only question I have to ask is, Are there any studies that try to 

take in and weigh those relationships in figuring out this m: itter of 
parity, because there are so many factors that have to be considered ? 

Mr. Weuts. The Secretary of Agriculture was requested by the 
Senate Agriculture Committee some “time ago to present a report and 
recommendation regarding the calculation of parity and I think per- 
haps the best thing | I could do is to refer you to that report. 

Mr. Horan. I was interested because one factor that I assume would 
be meritorious is the comparative acreages planted in one given com- 
modity as it affects parity for that commodity at any given time. 

Mr. Wetts. Parity is simply a comparison of price levels. I think 
you are now getting onto the question of how much does the farmer 
spend and how much does he take ; in, and parity just doesn’t tell you 
that. You have to go to the actual production level, the total cost 
and the total income figures. That is why we are interested in im- 
proving our income and. production cost or expenditure estimates over 
the years. 

Mr. Horan. I might ask Mr. Stauber this: Do you have a catalog of 
acreages in commodities down through the years, say beginning in 
1910 down to the present time, nationally ? I would like to have that 
supplied to me. 

Mr. Wetts. We will send that to you, Mr. Horan. 

Mr. Horan. My personal conviction is this: The American farmer 
must get away from acreage restrictions, which is part of the problem 
we are dealing with—it is the other side of the coin. I am convinced 
that we have to give the farmer the right to plant his own acreages be- 
cause we have to quit holding this umbrella up other countries. 





VALUE OF RESEARCH 


I think one thing this subcommittee, or at least I have insisted is 
that our research be brought closer to the farmer. I know that we 
saved, when we went to speed sprayers on our apple ranch in the State 
of Washington, that one act saved us thousands of dollars in pro- 
duction costs. 

I am going to insist as we have research before us that we keep it 
as close to the farm as we can because if we can cut corners and pro- 
duction costs—we are already increasing yield, but if we can then cut 
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the corners in production costs by new methods—anything tw reduce 
the production costs—and, of course, that is where this parity thing 
originated—I guess it got fouled up with commodity dollar at one 
point, but this thing really began with the increasing costs of produc- 
tion and it is related to the attitude of this subcommittee when we 
go into a whole field of research. 

~ I think some of the broad research we are doing like moving belts in 
chainstore grocery checkout counters helps to move farm produce 
faster over the retail counter, but it is a long time getting back to the 
farmer. 

Then, of course, anything that increases the handling cost in the 
terminal markets, whether it is truckers or whoever it is, that also 
is a threat to the solvency of the American farmer. 

There is an interesting field and I have appreciated your testimony 
very much. 


REVISIONS OF PARITY INDEX 


Mr. Micue.. I think you have said the parity index has been revised 
three times? 

Mr. We tts. Yes. 

Mr. Micuet. Did I understand you to say in your earlier testimony 
that the first indication you had that there should be the most recent 
revision was in 1955? 

Mr. Wetts. Well, Mr. Michel, the Federal statistical indexes gen- 
erally are reviewed from time to time and with the exception of these 
farm indexes, the base period as well as the weighting scheme of most 
other Federal indexes has been shifted forward from time to time. 

Originally most of the indexes were on the basis of 1910-14 equal 100. 
Then they shifted to 1923-25 or1926 equal 100, Then 1935-39 equal 100 
and following World War IT the shift was made to 1947-49 equal 100. 

Now we are statisticians and economists and are in contact with the 
people working on these other indexes; we are in professional meetings 
with them. We have understood why the Congress retained the ref- 
erence base of 1910-14. We have also always understood the law to be 
so constructed as to allow us from time to time to revise and modernize 
the index, so you now get what are essentially four indexes chained 
together which keep us in line with general index methodology in 
the Federal Government even though we are still publishing the farm 
price indexes on the 1910-14 base. 

Mr. Micueu. So now this one we have been most concerned about, 
this latest one which was most recently announced, actually the first 
move on your part was initiated when ? 

Mr. Wetts. It was in 1955. 

Mr. Micuev. How about the one in 1950? How much earlier than 
1950 did that come about ? 

Mr. Wetts. Discussions were going forward on that as early as 
1938 or 1939 because from 1940 or 1941 most of the bases were shifted 
to 1935-89 equal 100. At the time we began to discuss it. 

Mr. Micuen. Have there been any other times when you have been 
in charge of the gathering of these statistics that you have recom- 
mended to your superior, whomever he might have been, as an As- 
sistant Secretary, that there be a revision when they have said no 
rather than yes? 
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In other words, we have established, I think, that the Secretary fi- 
nally says yes or no whether or not we will make this revision and, 
of course, in this last case the Secretary has said yes. Have there been 
other times when you have been in your position that you have rec- 
ommended a change and the Secretary has said no? 

Mr. We ts. No, this is not true of any Sec retary of Agriculture. 

There was, prior to World War II, —_ discussions going forward 
about revising the parity index back as far as 1937, 1938, or 1939—I 
am not aware of just when the discussions started, and quite a bit 
of preliminary work had been done. Early during World War II, 
during that period the question of whether to revise or not to revise 
the index was brought up. 

At that particular time the Secretary of Agriculture and the War 
Food Administrator indicated that if the indexes needed substantial 
revision, they were willing to consider it. 

They asked me to check what would happen and discuss it with 
Judge Vinson, who was then Economic Stabilizer and later Chief 
Justice of the Supreme Court. 

At that time to have shifted to a new weight base would have ap- 
parently changed the parity index very little—1 point up or down, 
as I remember it. We decided in the midst of the war period it would 
be better to wait until after the war was over. 

Mr. Micuex. You have said earlier, too, that from time to time you 
have had to take into account the fact that the farmer does not buy 
some items and is changing his way of living just as we are. 

Mr. Wrtzs. This happens regularly. 

Mr. Micuex. I cannot help bring to mind the earlier days when 
one was harnessing up 14 horses, ‘and then he moved to the stage 
where he had 1 row-crop tractor, and now we are at that stage where 
we have a 3- or 4-bottom plow tractor and in addition we need a row- 
crop tractor and probably one simply in spare because we can’t spare 
the time to run into town and get repairs if they are needed. 

How is this reflected now in your statistics? How do we also reflect 
the time we spent hand corn shucking when now we all have our own 
cornpickers? Or when we were first using a binder and then going 
together in a threshing run? And then we decided we all wanted 
individual combines, and in the haying operation it was simply cutting 
and raking and now we have a hay conditioner. We don’t have a 
custom iob, each one of us wants our own, and we do havethem. And 
in the house there is a stove, refrigerator, several radios, TV sets, 
washers, driers, and dishwashers. How do you reflect the change to all 
these modern conveniences now in the index? 

Mr. Wetts. Let me say, first of all, a large part of this is simply not 
reflected in the parity system. All parity measures are changes in 
price levels if we do it accurately. 

Now, when we introduce a new commodity, we usually put it in at 
the level of the index for the month where we first start pricing it and 
simply measure the changes from there on. 

When we take a commodity out, we also do it in such a way as not 
to affect the average level of the index the month it is taken out. This 
means we have to double price commodities. 

In other words, we don’t go from a walking plow to a three-bottom 
gang plow and a tractor directly, you see. We price the walking plow 
to the point where we take it out and when we put the tractor and the 
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gang plows in at the average of the index for the month in which they 
are first introduced and changes in their prices only influence the 
index after that. 

To get what you are talking about, we have to go to the actual in- 
come picture. How much did you produce, what prices did you re- 
ceive for it, what was your total gross dollar income, and how much 
did you spend ¢ 

Mr. Micuer. Which would reflect also the increase in production 
per acre? 

Mr. We ts. That is right. So all these price indexes measure are 
the changes in price levels. 

Mr. aa Do your figures reflect at all an increase in land 
values ? 

Mr. We ts. Land is not in the parity index as such. It is covered 
by allowing for real-estate taxes, interest on farm-mortgage indebted- 
ness, and the landlord’s production expenditures, but farm rent itself 
or land values do not go directly into the parity index. We have a 
land-value index and land values have been rising. 

Mr. Micue. I think that would be sufficient. 


PRICES PAID, INTEREST, TAXES, AND WAGE RATES 


Mr. Wuirten. Mr. Santangelo raised the question, and properly sv, 
about information on wages paid hired farm labor, and interest on 
farm indebtedness secured by farm real estate, and taxes. You have 
that information, I am sure. 

Mr. Wetts. Yes. 

Mr. Wuirren. I would like to have that in the record showing 
changes from one period to the other. 

Mr. Weis. Yes; and we want to revise this table to include those. 

(The information requested will be found on pp. 158-167 of 
appendix. ) 


LEGAL BASIS FOR REVISION OF INDEX 


Mr. Wuirren. Now, Mr. Wells, as a statistician and traveling in 
those circles, you quite naturally like to do these things. Insofar as 
the law is concerned, there is no requirement that these things be 
changed at all; is there? 

Mr. Wetxs. It is on a permissive basis. 

Mr. Wuirren. Throughout the years, so far as you know, each Sec- 
retary has had this done when the end result would serve his imme- 
diate purposes? I said “so far as you know”? 

Mr. We ts. I am not aware that this consideration has entered into 
the approval of any Secretary that I have worked with. 

Mr. Wuirren. Did you intimate to Mr. Brannan in advance what 
the end result would be from all the information you had ? 

Mr. Wetts. I assume I did. 

Mr. WuirtEn. Mr. Brannan could see it would raise the price sup- 
port by approximately 4 percent. 

Mr. WetxsS. That was done by the Congress. Had we not revised 
the price indexes, price supports would have gone up by 6 percent. 

So this did not work in the direction Mr. Brannan was interested 
in, in all fairness. 

Mr. Wurrren. Did you do it after the Congress acted or before? 
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Mr. We tts. We did it after it acted, after the act had been passed, 
but had we not done it instead of parity prices going up 4 percent they 
would have gone up somewhere between 514 and 6 percent. 

Mr. Wutrren. You indicated to him what the result would be? 

Mr. Wetts. I assume I did. The Secretary of Agriculture is my 
administrative superior. The law says the Secretary will make these 
determinations, not that the statistician will. 

Mr. Wuirren. As to whether to have this or not ? 

Mr. Weis. Yes, the responsibility is directly vested in the 
Secretary. 

Mr. Wuirren. And in this instance, as you testified earlier, when 
he told you to proceed, the Secretary had been told what the outcome 
would likely be, based on your experience and spot-check ? 

Mr. Wetts. The Secretary was not told at the time we asked for 
authority to carry forward the expenditure for the survey and start 
the calculations. 

Mr. Wuirren. That was when? 

Mr. Wetis. 1955. I think Mr. Paarlberg and Mr. Butz recognized 
if we did go forward we would have to publish. 

Mr. Wuirren. Why? 

Mr. We ts. I just don’t think we could carry such surveys and 
make such computations, Mr. Chairman, and then simply stop. You 
might for a year or two, it is quite true. 
TIMING OF REVISION 
Mr. W HITTEN. We are getting back now to earlier testimony. This 
was 1952 and 1955 where you set out to do this. As a matter of fact, 
this could have been done last year had you wished to. 

Mr. Wextts. No, it could not have been done last year because we 
very much wanted to analyze and check the expenditure survey—I 
suppose under complete forced draft we might have done it last year. 
I think it is doubtful. 

Mr. Wuirren. But you certainly couldn’t with the election coming 


u 


Mr. Wetts. That did not enter into my consideration. 






OFFICIAL DOCUMENTS RELATING TO REVISION 





Mr. Wuirren. We will be interested in all correspondence, all 
notes and other information that passed between you, the Secretary, 
the Assistant Secretaries and various others, and we would like to 
have that in complete form for the record. We will ask our investi- 
gators to provide such information for the record. 

(The information will be found on pp. 207-250 of the appendix.) 

Mr. We ts. I will go as far as I can, Mr. Chairman. 

Mr. Wurrren. I would like for you to advise us of the places where 
you are not furnishing the material, so we will know what part we 
are getting and what part we are not. 

Mr. Wetts. I mentioned what I considered to be the main memo- 
randums, the things I am particularly acquainted with. 

Mr. Wuirren. There may be certain things we would like to have 
which you may have left out. 

Mr. We ts. We will be glad to open the files to your investigators. 
I assure you of this on behalf of the Department. All I can say is, 












whether I can remember or find everything, I don’t know. I do know 
about the key memorandums which you want. 

Mr. Wutrren. We will be interested in that. 

Are there any further questions? If not, that will be all, Mr. Wells. 























APPENDIX 


(The following was referred to on p. 89). 


Masor LEeGIstATION AFFECTING COMPUTATION OF Parity PRICEs 


CHRONOLOGY OF Masor LEGISLATION AFFECTING COMPUTATION OF 
Parity PRICES 


A chronology of excerpts from legislation between May 1933 and May 1956 
setting forth major definitions and changes in the parity price concept which 
affect the methods of calculating parity prices follows: 


AGRICULTURAL ADJUSTMENT ACT OF 1933, AS AMENDED 


Title I of Public Law 10, 73d Congress, approved May 12, 1933, was known as 
the Agricultural Adjustment Act, and set forth the original definition of the parity 
concept. Section 2 thereof specified that it was the policy of Congress among 
other things: 

“(1) To * * * reestablish prices to farmers at a level that will give agricultural 
commodities a purchasing power with respect to articles that farmers buy, equiv- 
alent to the purchasing power of agricultural commodities in the base period. 
The base period in the case of all agricultural commodities except tobacco shall 
be the prewar period, August 1909—July 1914. In the case of tobacco, the base 
period shall be the postwar period, August 1919—July 1929. 

(2) To approach such equality of purchasing power by gradual correction 
of the present inequalities therein at as rapid a rate as is deemed feasible in view 
of the current consumptive demand in domestic and foreign markets. 

(3) To protect the consumers’ interest by readjusting farm production at 
such level as will not increase the percentage of the consumers’ retail expendi- 
tures for agricultural commodities, or products derived therefrom, which is re- 
turned to the farmer, above the percentage which was returned to the farmer in 
the prewar period, August 1909—July 1914.” 


[Public Law 10, 73d Cong., approved May 12, 1933, ch. 25, title I, sec. 2, 48 
Stat. 32.] 
Sections 1(a) ; 6; and 62 of Public Law 320, approved August 24, 1935, amended 
the Act of 1933 substantially as follows: 

1. Added current interest payments per acre on farm indebtedness secured 
by real estate and tax payments per acre on farm real estate to the purchasing 
power calculations for all commodities for which the base period is 1910-14. 

2. Provided for an August 1919 to July 1929 base period for potatoes. 

3. Provided for the use of August 1919 to July 1929, or some portion 
thereof, as the base period for commodities for which satisfactory data are 
not available for 1909-1914. 

It should be noted that the terms “‘parity’’ or “parity price’’ were not used 
in the Agricultural Adjustment Act of 1933. Instead, “purchasing power 
* * * equivalent’’ was used. 


[Public Law 320, 74th Congress, approved August 24, 1935, c. 641, Title I, 
$§ 1(a); 6; 62; 49 Stat. 750; 761-762; 782.] 


SUPREME COURT DECISION, JANUARY 6, 1936 


In United States v. Butler, 297 U.S. 1, the Supreme Court invalidated the pro- 
duction-control and processing tax provisions of the Agricultural Adjustment Act 
of 1933, as amended. 

The Bureau of Agricultural Economics discontinued the current calculation 
and publication of parity prices in March 1936. Publication was resumed in 
September 1938 following passage of the Agricultural Marketing Agreement Act 
of 1937 and the Agricultural Adjustment Act of 1938. 
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AGRICULTURAL MARKETING AGREEMENT ACT OF 1937, AS AMENDED 


Section 2(1) of the Agricultural Adjustment Act cf 1933, as amended by Public 
Law 320, approved August 24, 1935, was reenacted by the Agricultural Marketing 
Agreement Act of 1937 and amended to read as follows: 

“Tt is hereby declared to be the policy of Congress— 

“(1) Through the exercise of the powers conferred upon the Secretary of Agri- 
culture under this title, to establish and maintain such orderly marketing condi- 
tions for agricultural commodities in interstate commerce as will establish prices 
to farmers at a level that will give agricultural commodities a purchasing power 
with respect to articles that farmers buy, equivalent to the purchasing power of 
agricultural commodities in the base period. The base period in the case of all 
agricultural commodities except tobacco and pctatoes shall be the prewar period, 
August 1909-July 1914. In the case of tobacco and potatoes, the base period 
shall be the postwar period, August 1919-July 1929; and, in the case of all com- 
modities for which the base period is the prewar period, August 1909 to July 1914, 
will also reflect current interest payments per acre on farm indebtedness secured 
by real estate and taxpayments per acre on farm real estate, as contrasted with 
such interest payments and taxpayments during the base period.”’ 

Section 8(e) of the Agricultural Adjustment Act, as amended, and reenacted 
by the Agricultural Marketing Agreement Act of 1937 sets forth the procedure 
to be used when satisfactory data cannot be obtained for the base period 1909-14, 
as follows: 

“In connection with the making of any marketing agreement or the issuance 
of any order, if the Secretary finds and proclaims that, as to any commodity 
specified in such marketing agreement or order, the purchasing power during the 
base period specified for such commodity in section 2 of this title cannot be 
satisfactorily determined from available statistics of the Department of Agri- 
culture, the base period, for the purposes of such marketing agreement or order, 
shall be the postwar period, August 1919-July 1929, or all that portion thereof 
for which the Secretary finds and proclaims that the purchasing power of such 
commodity can be satisfactorily determined from available statistics of the 
Department of Agriculture.” 


[Public Law 137, 75th Congress, June 3, 1937, c. 296, §§ 1; 2(b), 50 Stat. 246; 247.] 
AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED 


Public Law 430, approved February 16, 1938, provided for the use of the prewar 
base period August 1909-July 1914 for determining parity prices of all com- 
modities except tobacco. Section 301 (a) thereof reads as follows: 

(1) ‘Parity’, as applied to prices for any agricultural commodity, shall be that 
price for the commodity which will give to the commodity a purchasing power 
with respect to articles that farmers buy equivalent to the purchasing power of 
such commodity in the base period; and, in the case of all commodities for which 
the base period is the period August 1909 to July 1914, which will also reflect 
current interest payments per acre on farm indebtedness secured by real estate, 
tax payments per acre on farm real estate, and freight rates, as contrasted with 
such interest payments, tax payments, and freight rates during the base period.” 
The base period in the case of all agricultural commodities except tobacco shall 
be the period August 1909 to July 1914, and, in the case of tobacco, shall be the 
period August 1919 to July 1929. 

(2) ‘Parity,’ as applied to income, shall be that per capita. net income of 
individuals on farms from farming operations that bears to the per capita net 
income of individuals not on farms the same relation as prevailed during the 
period from August 1909 to July 1914.” 


[Public Law 430, 75th Congress, approved February 16, 1938, ¢. 30, Title III, 
§§ 301(a), 52 Stat. 38.] 

The base periods for Burley and flue-cured tobacco were revised by Public Law 
876, approved November 22, 1940, wherein the last two sentences of section 
301(a)(1) quoted above were changed to read as follows: 

“The base period in case of all agricultural commodities except tobacco shall 
be the period August 1909 to July 1914. In the case of all kinds of tobacco 
except Burley and flue-cured such base period shall be the period August 1919 to 
July 1929, and, in the case of Burley and flue-cured tobacco, shall be the period 
August 1934 to July 1939; except that the August 1919-July 1929 base period 


% The effect of freight rates is automatically covered by using prices paid by farmers in local markets. 




















shall be used in allocating any funds appropriated prior to September 1, 1940.” c 
See . ee a 
[Public Law 876, 76th Congress, approved November 22, 1940, c. 914, § 3, 54 e 
Stat. 1210.] c 
The Agricultural Act of 1948 in section 1(a) thereof provided for an August } 
1936 to July 1941 base period for computing parity prices for Maryland tobacco c 


under the “‘old”’ formula. 


[Public Law 897, 80th Congress, July 3, 1948, c. 826, § 1(a), 62 Stat. 1248.] 


Section 2(1) of the Agricultural Adjustment Act of 1933, as amended, and re- 
énacted by the Agricultural Marketing Agreement Act of 1937, quoted previously, 











: 
set up a postwar base period for the determination of parity prices for potatoes. I 

Section 8e of the same Act, quoted previously, also permits the use of a post- 
war base for any other commodity for which satisfactory data were not available ; 
during the period 1909-14. The official proclamation of the Secretary of Agri- { 
culture of these base periods may be found on page 4867 of the June 30, 1942, d 
edition of the Federal Register. 7FR 4867) 

[Public Law 147, approved July 1, 1941, and as amended by Public Law 729, 
approved October 2, 1942.] 

Che authority for the calculation of “comparable prices,” which are in effect 
substitutes for parity prices, was contained in the so-called Steagall Amendment, 
or Section 4 of the Act of July 1, 1941, to extend the life of the Commodity Credit 
Corporation, which as amended, reads as follows: 

‘“‘(a) Whenever during the existing emergency the Secretary of Agriculture finds ' 
it necessary to encourage the expansion of production of any nonbasic agricultural 


commodity, he shall make public announcement thereof and he shall so use the 
funds made available under section 3 of this Act or otherwise made available to 
him for the disposal of agricultural commodities, through a commodity loan, pur- 
chase, or other operation, taking into account the total funds available for such 
purpose for all commodities, so as to support during the continuance of the present 
war and until the expiration of the two-year period beginning with the lst day of 
January immediately following the date upon which the President by proclama- 
tion or the Congress by concurrent resolution declares that hostilities in the pres- 
ent war have terminated, a price for the producers of any such commodity with 
respect to which such announcement was made of not less than 90 per centum of 
the parity or comparable price therefor. The comparable price for any such com- 
modity shall be determined and used by the Secretary for the purposes of this 
section if the production or consumption of such commodity has so changed in 
extent or character since the base period as to result in a price out of line with 
parity prices for basic commodities. Any such commodity loan, purchase, or 
other operation which is undertaken shall be continued until the Secretary has 
given sufficient public announcement to permit the producers of such commodity 
to make a readjustment in the production of the commodity. For the purposes 
of this section, commodities other than cotton, corn, wheat, tobacco, peanuts, and 
rice shall be deemed to be nonbasic commodities.”’ 































[Public Law 147, 77th Congress, approved July 1, 1941, c. 270 § 4(a), 55 Stat. 
198, ] 

[Public Law 729, 77th Congress, approved October 2, 1942, c. 578, § 9(a), 56 
Stat. 768.] 

Comparable prices for soybeans, peanuts for oil, and dry field peas were calcu- 
lated under the provisions of the so-called Steagall Amendment as quoted above, 
and announced January 6, 1942. This authority terminated December 31, 1948, 
the expiration of the 2-year period following proclamation by the President of 
the cessation of hostilities. Provision was also contained in section 1(b) of Title 
I of the Agricultural Act of 1948, effective January 1, 1949, for the determination 
and use of comparable prices in connection with the price support until January 
1, 1950, of so-called “Steagall Commodities”’ (those commodities with respect to 
which an expansion of production had been requested under the so-called Steagall! 
Amendment). 


{Public Law 897, 80th Congress, approved July 3, 1948, c. 826, § 1(b), 62 Stat. 
1248. | 


EMERGENCY PRICE CONTROL ACT OF 1942 








For certain purposes, authority for computing comparable prices was contained 
in section 3(b) of the Emergency Price Control Act of 1942, as follows: 

‘“‘For the purposes of this Act, parity prices shall be determined and published 
by the Secretary of Agriculture as authorized by law. In the case of any agri- 
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cultural commodity other than the basic crops corn, wheat, cotton, rice, tobacco, 
and peanuts, the Secretary shall determine and publish a comparable price when- 
ever he finds, after investigation and public hearing, that the production and 
consumption of such commodity has so changed in extent or character since the 
base period as to result in a price out of line with parity prices for basic 
commodities.’ 


[Public Law 421, 77th Congress, approved January 30, 1942, ce. 26, Title 1, § 3(b), 
56 Stat. 27.] 

Comparable prices for 14 commodities (oranges, grapefruit, grapes (excluding 
raisins), peppermint oil, spearmint oil, tung nuts, dates, avocados, lima beans for 
processing, beets for processing, almonds, filberts, seedling pecans, and improved 
pecans) were calculated under the provisions of this Act and announced September 
23, 1942. The authority for calculating comparable prices for these commodities 
terminated with the expiration of the Price Control Extension Act of 1946 on 
June 30, 1947. 


[Public Law 548, 79th Congress, July 25, 1946, c. 671, § 3, 60 Stat. 664.] 


SUMMARY OF LEGISLATION FOR CALCULATING PARITY PRICES UNDER “‘OLD FORMULA”’ 

Section 301(a) of the Agricultural Adjustment Act of 1938, as amended, and 
Sections 2 and 8e of the Agricultural Adjustment Act of 1933, as amended and 
reenacted by the Agricultural Marketing Agreement Act of 1937, furnished the 
authority for the calculation of parity prices prior to the enactment of the Agri- 
cultural Acts of 1948 and 1949 which ‘‘modernized”’ parity effective January 1, 
1950. Seetion 4 of Public Law 147 (the so-called Steagall Amendment), section 
l(b) of Title I of the Agricultural Act of 1948 and section 3(b) of the Emergency 
Price Control Act of 1942, as amended, authorized the calculation of comparable 
prices, 


SUMMARY OF LEGISLATION FOR CALCULATING PARITY PRICES UNDER “NEW FORMULA” 


‘Modernized” parity became effective January 1, 1950 following the en: vctment 
of the Agricultural Acts of 1948 and 1949. Public Ls iw 897, approved July 3, 1948 

Agricultural Act of 1948) and Public Law 439, approved October 31, 1949. (Agri- 
cultural Act of 1949), as amended by Public Law 585, approved July 1 ies 
and Public Law 690, approved August 28, 1954, (Agricultural Act of 1954), and 
Public Law 540, approved May 28, 1956, (Agricultural Act of 1956), : she 
Section 301(a) of the Agricultural Adjustment Act of 1938, pertaining to the 
calculation of parity prices, to read as follows: 

‘““(1)(A) The ‘parity price’ for any agricultural commodity, as of any date, 
shall be determined by multiplying the adjusted base price of such commodity 
as of such date by the parity index as of such date. 

“(B) The ‘adjusted base price’ of any agricultural commodity, as of any date, 
shall be (i) the average of the prices received by farmers for such commodity at 
such times as the Secretary may select during each year of the ten-year period 
ending on the 3ist of December last before such date, or during each marketing 
season beginning in such period if the Secretary determines use of a calendar year 
basis to ' impracticable, divided by (ii) the ratio of the general level of prices 
received by farmers for agricultural commodities during such period to the general 
level of prices received by farmers for agricultural commodities during the period 
January 1910 to December 1914, inclusive. As used in this subparagraph, the 
term ‘prices’ shall include wartime subsidy payments made to producers under 
programs designed to maintain maximum prices established under the emergency 
Price Control Act of 1942. 

(C) The ‘parity index’, as of any date, shall be the ratio of (i) the general 
level of prices for articles and services that farmers buy, wages paid hired farm 
labor, interest on farm indebtedness secured by farm real estate, and taxes on 
farm real estate, for the calendar month ending last before such date to (ii) the 
general level of such prices, wages, rates, and taxes during the period January 
1910 to December 1914, inclusive. 

“(D) The prices and indices provided for herein, and the data used in computing 
them, shall be determined by the Secretary, whose determination shall be final. 

“(E) Notwithstanding the provisions of subparagraph (A), the transitional 
parity price for any agricultural commodity, computed as provided in this sub- 
paragraph, shall be used as the parity price for such commodity until such date 
after January 1, 1950, as such transitional parity price may be lower than the 
parity price, computed as provided in subparagraph (A), for such commodity. 
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The transitional parity price for any agricultural commodity as of any date shall 
be— 
“(j) its parity price determined in the manner used prior to the effective 
date of the Agricultural Act of 1948 [January 1, 1950] less 
“i) five per centum of the parity price so determined multiplied by the 
number of full calendar years (not counting 1956 in the case of basic agri- 
cultural commodities) which, as of such date, have elapsed after January 1, 
1949, in the case of nonbasie agricultural commodities, and after January 1, 
1955, in the case of the basic agricultural commodities. 

“(F) Notwithstanding the provisions of subparagraphs (A) and (E), if the 
parity price for any agricultural commodity, computed as provided in subpara- 
graphs (A) and (E) appears to be seriously out of line with the parity prices of 
other agricultural commodities, the Secretary may, and upon the request of a 
substantial number of interested producers shall, hold public hearings to determine 
the proper relationship between the parity price of such commodity and the 
parity prices of other agricultural commodities. Within sixty days after com- 
mencing such hearing the Secretary shall complete such hearing, proclaim his 
findings as to whether the facts require a revision of the method of computing 
the parity price of such commodity, and put into effect any revision so found to be 
required. 

“(G) Notwithstanding the foregoing provisions of this section, the parity price 
for any basic agricultural commodity, as of any date during the six-year period 
beginning January 1, 1950, shall not be less than its parity price computed in the 
manner used prior to the enactment of the Agricultural Act of 1949.’’ 3 

(2) ‘Parity’, as applied to income, shall be that gross income from agriculture 
which will provide the farm operator and his family with a standard of living 
equivalent to those afforded persons dependent upon other gainful occupation. 
‘Parity’ as applied to income from any agricultural commodity for any year, 
shall be that gross income which bears the same relationship to parity income from 
agriculture for such year as the average gross income from such commodity for 
the preceding ten calendar years bears to the average gross income from agri- 
culture for such ten calendar years.” 


[Public Law 897, 80th Congress, approved July 3, 1948, c. 827, Title I, § 1(a), 
62 Stat. 1248. Public Law 439, 81st Congress, approved October 31, 1949, 
c. 792, Title IV, §§ 409(a)(b)(c), 63 Stat. 1056. Public Law 585, 82d Congress, 
July 17, 1952, ec. 933, § 1, 66 Stat. 758. Public Law 690, 83d Congress, August 
28, 1954, 68 Stat. 902. Public Law 540, 84th Congress, May 28, 1956, 70 Stat. 
213, 7 U.S.C. (1952 ed. and Supp. ITI) § 1301(a)(1).] 


BASIC, DESIGNATED NONBASIC, AND OTHER NONBASIC COMMODITIES 


The modernized parity formula gave new significance to the designation of 
basic and nonbasic agricultural commodities in the calculation of parity prices. 
Sec. 408 of Public Law 439, 81st Congress, approved October 31, 1949 (Agricultural 
Act of 1949), defined basic and nonbasic commodities as follows: 


““(c) A ‘basic agricultural commodity’ shall mean corn, cotton, peanuts, rice, 
tobacco,** and wheat, respectively. 


% Prior to enactment of the Agricultural Act of 1954 (Public Law 690) which, among other things, pro- 
vided for transitional parity prices for basic commodities beginning in 1956, this section read: ‘‘(ii) five per 
centum of the parity price so determined multiplied by the number of full calendar years which, as of such 
date, have elapsed after January 1, 1949."" The parenthetical statement ‘(not counting 1956 in the case 
of basic agricultural commodities)’’ was added by the Agricultural Act of 1956 (Public Law 540) which in 
effect freezes transitional parities for basic commodities during 1957 at 95 percent of the parity price com- 
puted under the old formula. 

% This subparagraph was added by Public Law 439, approved October 31, 1949 (Agricultural Act of 1949), 
and revised by Public Law 585, approved July 17, 1952. Public Law 439 provided that parity price for a 
basic commodity shall not be less than its parity calculated under the “‘old’”’ formula for a “‘four-year period 
beginning January 1, 1950,’’ and this was subsequently changed to a “six-year period’”’ by Public Law 585. 

35 Sec. 3 of Public Law 585, 82d Congress, approved July 17, 1952, amended Public Law 439 (Agricultural 
Act of 1949) by adding a new subsection to Sec. 101 thereof, as follows: 

“(f) The provisions of this Act relating to price support for cotton shall apply severally to (1) American 
upland cotton and (2) extra long staple cotton * * *.’’ 

Separate parity prices for American upland cotton and extra long staple cotton were published for the 
first time in the November 1952 issue of Agricultural Prices. 

% Sec. 301(b)(15) of the Agricultural Adjustment Act of 1938, as amended (7 U.S.C. § 1301(b)(15)), reads: 
“ *Tobacco’ means each one of the kinds of tobacco listed below comprising the types specified as classified 
in Service and Regulatory Announcement numbered 118 of the Bureau of Agricultural Economics of the 
Department: 

Flue-cured tobacco, comprising types 11, 12, 13, and 14; 

Fire-cured tobacco, comprising types 21, 22, 23, and 24; 

Dark air-cured tobacco, comprising types 35 and 36; 

Virginia sun-cured tobacco, comprising type 37; 
Burley tobacco, comprising type 31; 
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“(d) A ‘nonbasie agricultural commodity’ shall mean any agricultural com- 
modity other than a basic agricultural commodity.” 

In addition, designated nonbasic agricultural commodities were given legisla- 
tive significance by Sec. 201 (Title Il—Designated Nonbasic Agricultural Com- 
modities) of Public Law 439 (Agricultural Act of 1949), (7 U.S.C. 1446) as follows: 

“The Secretary is authorized and directed to make available (without regard to 
the provisions of Title III [Order Nonbasie Agricultural Commodities]) price 
support to producers for wool (including mohair), tung nuts, honey, Irish potatoes, 
milk, butterfat, and the products of milk and butterfat as follows: * * *” 

Section 201 above was amended by Publie Law 690, 83rd Congress, approved 
August 28, 1954 (Agricultural Act of 1954) by deleting Irish potatoes from the 
list of designated nonbasic commodities. Wool and mohair were also removed 
from the list of designated nonbasic commodities by Section 709 of Title VII 
(National Wool Act of 1954) of this same Public Law 690, thereby placing them 
in a special category. (With the enactment of the Agricultural Act of 1949, as 
amended by the Agricultural Act of 1954, agricultural commodities for parity 
price purposes were Classified: Basic commodities; designated nonbasic commodi- 
ties; wool and mohair; and other nonbasie commodities. Parity prices, so classi- 
fied, were published for the first time in the January 1956 issue of Agricultural 
Prices.) 

The official determinations of the Secretary of Agriculture with respect to 
modernized parity may be found on page 761 of the February 3, 1956, edition of 
the Federal Register (21 F.R. 761). These determinations are subject to amend- 
ment from time to time. This regulation includes, among other things, the 
commodities for which parity prices are calculated, the designation of basic and 
nonbasic commodities, and the enumeration of commodities for which season 
average price data are used in calculating parity prices. 

Maryland tobacco, comprising type 32; 

*Cigar-filler and cigar-binder tobacco, comprising types 42, 43, 44, 45, 46, 
51, 52, 53, 54, and 55; 

Cigar-filler tobacco, comprising type 41. 

‘The provisions of this title shall apply to each of such kinds of tobacco severally 
Provided, that any one or more of the types comprising any such kind of tobacco 
shall be treated as a ‘kind of tobacco’ for the purpses of this Act if the Secretary 
finds there is a difference in supply and demand conditions as among such types of 
tobacco which results in a difference in the adjustments needed in the marketings 
thereof in order to maintain supplies in line with demand,”’ 


*By a determination of the Secretary of Agriculture (16 F.R. 2865), a separate parity price was provided for 
Puerto Rican filler tobacco, type 46, and beginning in March 1951, parity prices were published separately 
in Agricultural Prices for cigar-filler and cigar-binder tobacco, types 42-44 and 51-55, and for Puerto Rican 
filler tobacco, type 46. (Type 56 displaced type 45 during the period 1936-39 and prices for type 56 were 
no longer estimated after the 1948 crop. See page 17 of the January 1943 issue of Agricultural Prices for 


further information.) 
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Pusuic Law 540—84TH CoNGRESS 
TRANSITIONAL Parity FoR Basic ComMopiITIES FrRozEN DurinG 1957 


Sec. 602. Section 301(a) (1) (E) (ii) of the Agricultural Adjustment Act of 1938, 
as amended (7 U.S.C. 1301(a)(1)()(ii)) is amended by inserting after ‘full 
ealendar years’ the following: ‘‘(not counting 1956 in the case of basic agricul- 
tural commodities).”’ The Secretary shall make a thorough study of possible 
methods of improving the parity formula and report thereon, with specific ree. 
ommendations, including drafts of necessary legislation to carry out such recom- 
mendations, to Congress not later than January 31, 1957. 

Approved May 28, 1956. 


(The following was referred to on p. 92.) 


{Supplement No. 2, Agricultural Prices, January 1950] 


U.S. DEPARTMENT OF AGRICULTURE, BUREAU OF AGRICULTURAL 
ECONOMICS, CROP REPORTING BOARD 


PARITY AND AVERAGE Prices RECEIVED BY FARMERS FOR AGRICULTURAL 
ComMopirTIiEs, JANUARY 1950 


The accompanying tables summarize parity prices as of January 15, 1950, for 
the agricultural commodities for which data are available at present for such 
calculations. Prices received by farmers as of January 15, or estimated season 
average prices for the 1948 and 1949 crops, are also shown. 

Parity prices are published each month for the principal agricultural com- 
modities, but the extended list is published only twice a year. Comparable prices 
for dry-field peas, peanuts for oil, and soybeans as previously calculated under 
the Steagall amendment as extended by the Agricultural Act of 1948 are no longer 
included in the table since the amendment expired December 31. 1949. 
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Certain changes in the basic formula for the calculation of parity prices became 
effective January 1, 1950, under title III, subtitle A, section 301(a) of the Agri- 
cultural Adjustment Act of 1938 as amended by the Agricultural Acts of 1948 
and 1949. These changes are given effect in the current issue of Agricultural 
Prices, the first since January 1, 1950. 

The major provisions of the amended act relating to the calculation of parity 
prices are as follows: 

(1) (A) The ‘parity price’ for any agricultural commodity, as of any date, shall 
be determined by multiplying the adjusted base price of such commodity as of 
such date by the parity index as of such date. 

“(B) The ‘adjusted base price’ of any agricultural commodity, as of any date, 
shall be (i) the average of the prices received by farmers for such commodity, 
at such times as the Secretary may select during each year of the ten-year period 
ending on the 3lst of December last before such date, or during each marketing 
season beginning in such period if the Secretary determines use of a calendar year 
basis to be impracticable, divided by (ii) the ratio of the general level of prices 
received by farmers for agricultural commodities during such period to the general 
level of prices received by farmers for agricultural commodities during the period 
January 1910 to December 1914, inclusive. As used in this subparagraph, the 
term ‘prices’ shall include wartime subsidy payments made to producers under 
programs designed to maintain maximum prices established under the Emergency 
Price Control Act of 1942. 

“(C) The ‘parity index,’ as of any date, shall be the ratio of (i) the general 
level of prices for articles and services that farmers buy, wages paid hired farm 
labor, interest on farm indebtedness secured by farm real estate, and taxes on 
farm real estate, for the calendar month ending last before such date to (ii) the 
general level of such prices, wages, rates, and taxes during the period January 
1910 to December 1914, inclusive. 

“(D) The prices and indices provided for herein, and the data used in computing 
them, shall be determined by the Secretary, whose determination shall be final. 

“(E) Notwithstanding the provisions of subparagraph (A), the transitional 
parity price for any agricultural commodity, computed as provided in this sub- 
paragraph, shall be used as the parity price for such commodity until such date 
after January 1, 1950, as such transitional parity price may be lower than the 
parity price, computed as provided in subparagraph (A), for such commodity. 
The transitional parity price for any agricultural commodity as of any date shall 
be 

‘“() its parity price determined in the manner used prior to the effective 
date of the Agricultural Act of 1948 [January 1, 1950], less 

“‘(ji) five per centum of the parity price so determined multiplied by the 
number of full calendar years which, as of such date, have elapsed after 
January 1, 1949.” 

“(G) Notwithstanding the foregoing provisions of this section, the parity price 
for any basic agricultural commodity, as of any date during the 4-year period 
beginning January 1, 1950, shall not be less than its parity price computed in the 
manner used prior to the enactment of the Agricultural Act of 1949.” 

Section 301la(1)(F) outlines authority for the Secretary of Agriculture to make 
special adjustments in the method of computing parity prices for particular com- 
modities if the method outlined in the Act results in parity prices seriously out of 
line with those of other commodities. 

To summarize, parity prices are now computed by both the ‘“‘old’”’ and the ‘‘new’”’ 
formula, and the effective parity prices are then the higher of the following: 

(1) The parity prices computed under the new procedure outlined in the 
amended act, and 

(2) For nonbasic commodities, transitional parity prices, which are 95 per- 
cent (during 1950) of the parity prices computed under the parity formula in 
effect prior to January 1, 1950; for basic commodities until 1954, the full 
parity prices so calculated. The basic commodities are cotton, wheat, corn, 
tobacco, rice, and peanuts. 

The effective parity prices shown on the following pages of this report are based 
on the provisions of the amended act. Briefly the actual method of computation 
under the “‘new’’ formula is as follows: 

a. The average of prices received by farmers for individual commodities for the 
10 preceding years is calculated (for 1950 this is the 1940-49 average). Wartime 
subsidy payments are included for those commodities concerned, i.e., milk, butter- 
fat, beef cattle, sheep, and lambs. 
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b. This 10-year average is divided by average of the index of prices received by 
farmers for the same 10 perceding calendar years, to give an “adjusted base 
price.’ Wartime subsidy payments for those commodities on which such pay- 
ments were made are included in the index of prices received. 

ce. Panty prices are computed by multiplying the “adjusted base period” 
prices by the current parity index (the index of prices paid by farmers, including 
interest, taxes, and wage rates, with 1910-14=100). On January 15, 1950, this 
index was 249 percent. 

d. Parity prices are also computed in the same manner as before the effective 
date of the amended act. For basic commodities until 1954 the effeetive parity 
price is either the old or new parity, whichever is higher. For nonbasie commod- 
ities, if the new parity price is higher than the old, the effective parity price is the 
one computed by the new formula. But if the new parity price is more than 5 
percent lower than the old, the effective parity price is a transitional parity price, 
which is 5 percent below the old parity for 1950, 10 percent less in 1951, and so on 
until the full transition to the new parity level has been accomplished. The 
methods of computation in effect before January 1, 1950, and the accompanying 
parity prices have been published from time to time in Agricultural Prices. (See 
Agricultural Prices for July 1949, or the supplement thereto, ‘‘Parity and Average 
Prices Received by Farmers for Agricultural Commodities, July 1949.’’)! 


Factors for converting the index of prices paid by farmers from the 1910-14 base to 
a specified base period, United States 








Base period Crop seasons usually included ! Conversion factor 








August 1919 to July 1929.__........._.- -| 1919-28 and 1920-29_- ----.----.---| Divide by 1.59.3 
August 1920 to July 1929__- a ..| 1920-28 and 1921-29- Divide by 1.55. 
August 1922 to July 1929___- ; : 1922-28 and 1923-29_- .....-| Divide by 1.53.2 
August 1923 to July 1929._____-- oieids en oe. pes! ic Bee cate Do.? 
August 1924 to July 1929 eee ae 1924-28 pets aed E -| Divide by 1.54.2 
August 1925 to July 1929 1925-28 Divide by 1.53.2 
August 1926 to July 1929 1926-28 ¢ Do.2 
August 1927 to July 1929.___- - ; 1927-28 and 1928-29____ ; : Do. 
I UP NI og a ints nd ciel AOE EO ce cobndinwSinandwnecmes sea Divide by 1.24.2 
August 1936 to July 1941_.--_..--...._...-- 1936-40 SKS ee ee Do? 
January 1920 to December 1928_ - Ee Al ee isc ede conde Sietkonse ews eed Divide by 1.58. 
January 1922 to December 1928__._______- 1922-28 ‘ wi St Divide by 1.53. 


January 1923 to December 1928_.__._._-_- eae Seek elated Do.2 


1 The 1929 seasons are included for some crops for which the bulk of the harvest is marketed prior to Aug. 1. 
The average of these seasom average prices provides as satisfactory an estimate of the U.S. average prices 
for the specified base periods as can be obtained. 

2 Revised. 


In computing parity prices under the amended act, the Bureau is using a 
revised index of prices paid by farmers, including interest, taxes, and, as provided 
by the new act, an allowance for wage rates paid hired farm labor, and a revised 
index of prices received by farmers. These indexes are described in Supplement 
No. 1 to this issue of Agricultural Prices entitled ‘‘Revised Index of Prices Paid 
by Farmers, Including Interest, Taxes, and Wage Rates, and Revised Index of 
Prices Received by Farmers.”’ In computing parity prices under the formula in 
effect prior.to the effective date of the Agricultural Act of 1949, the same index 
series is used as during the several years prior to January 1, 1950, as indicated 
by the conference report on the Agricultural Act of 1949 (H. Rept. 1459, 81st 
Cong., Ist sess.). 

As an example, the determination of the effective parity price for eggs is given 
below for the purpose of illustration. 

The parity price under the new formula of the amended act is computed as 
follows: The average price received by farmers for eggs for the 120 months, 
January 1940—December 1949, was 36.6 cents per dozen. The index of prices 
received during the same period averaged 202 percent of the January 1910- 


1 Parity prices (as calculated under the “old formula’’) change as the index of prices paid, interest, and 
taxes changes, or as the index of prices paid changes if the base period is other than 1909-14. The index of 
prices paid (excluding interest and taxes) is calculated on the base 1910-14=100, but for convenience in 
calculating parity prices it is also published each month for the base August 1919July 1929. Parity 
prices for some cf the minor commodities, however, are based on only a portion of the period August 1919- 
July 1929 if satisfactory data for the entire period cannot be obtained. To convert the index cf prices paid, 
it is divided by the factor in the following table that is applicable to the particular base period involved. 
The base price for strawberries for processing, for example, is the average of the seasons 1924-29, and the 
index for calculating the parity price as of any current date is obtained by dividing the current index of 
prices paid on the basis of 1910-14=100, by 1.53 to obtain the index on the base August 1923-July 1929= 100. 
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December 1914 base period. The adjusted base price of 18.1 cents per dozen is 
obtained by dividing the 36.6 cents by 2.02. This adjusted base price of 18.1 
cents is multiplied by the index of prices paid, including interest, taxes, and 
wage rates, which was 249 percent of its 1910-14 average on January 15, 1950. 
This computation gives 45.1 cents per dozen as the parity price for eggs as 
computed under the ‘‘new”’ formula. 

Eggs are a nonbasic commodity and for nonbasic commodities the effective 
parity price is the transitional parity or the parity price according to the new 
formula, whichever is higher. The transitional parity price is the parity price 
according to the “old” formula reduced by 5 percent for each full calendar year 
that has elapsed since January 1, 1949. 

The parity price of eggs according to the ‘“‘old’”’ formula is caleulated by multi- 
plying the average price received by farmers for eggs for the 60 months, August 
1909—July 1914, which was 21.5 cents per dozen, by the January 15, 1950, index 
of prices paid, including interest and taxes, which was 241 percent. This gives 
a parity price of 51.8 cents per dozen. 

The transitional parity price for 1950 is the parity price according to the ‘‘old”’ 
formula reduced by 5 percent. Multiplying 51.8 by 0.95 equals 49.2 cents, the 
transitional parity price. Since the transitional parity price of 49.2 cents per 
dozen is higher than the parity price under the “new’’ parity formula, which is 
45.1 cents per dozen, the transitional parity price is the effective parity price. 

The parity price for potatoes according to the new formula is calculated by 
multiplying the adjusted base price of $0.614 per bushel by the January index of 
prices paid, interest, taxes, and wage rates (249 percent) which results in $1.53 
per bushel. The transitional price, 95 percent of the parity price according to the 
old formula, is $1.67 per bushel. (Base price of $1.12 per bushel times index of 
prices paid (1919-29=100), 157 percent, times 95 percent equals $1.67 per 
bushel.) Since this is higher than the parity price according to the new formula 
it is the effective parity price. 


(The following was referred to on p. 105:) 


Farm Famity Livinc ExpeNnDITURES 
STATEMENT BY Mr. WELLS 


The 1937-41 material on farm family living expenditures was based on two 
general consumer surveys. Both were conducted by the Bureau of Home Eco- 
nomics in cooperation with the Bureau of Labor Statistics. The 1937 survey was 
financed by the Work Projects Administration and administered by a steering 
committee composed of representatives from the Works Projects Administration, 
this Department, the Department of Labor, the National Resources Planning 
Board, and the Central Statistical Board. The rural data for 1941 were collected 
by the Bureau of Home Economics using plans reviewed by the Division of 
Statistical Standards of the Bureau of the Budget. 


(The following was referred to on p. 105:) 


SELECTION OF Farms FoR EXPENDITURES SURVEYS 
STATEMENT BY Mr. WELLS 


There were two phases of the selection of farms for the expenditures survey: 
(1) The selection of a sample of counties and (2) the selection of a sample of farms 
within the selected counties. The method of selection in each case was in accord- 
ance with principles that are quite generally followed by agencies conducting 
surveys. First, all counties were placed in some one of 306 groups, with the objec- 
tive of having the counties within a group as homogeneous as possible with respect 
to type of farming. One county (or in a few cases two adjoining counties which 
were treated as a single county) was then selected at random from each group 
by the use of tables of random numbers. 

Within each of the sample counties, census farms were classified in one of three 
groups on the basis of their economic classification, which was primarily a value 
of sales classification. A random sample of farms was then selected by means of 
random numbers from each group for getting data on production expenses and 
another sample was selected for getting data on family living expenses. The 
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clerical work of selecting the names was done in the Bureau of the Census accord- 
ing to rules which we specified as described above. 

This selection by random numbers is a very important feature of the sampling 
process because it means that both the counties and farms were selected on a 
random basis—that is, the effort was simply so to select as between various areas 
and types of farms as to give a representative sample with the actual selection of 
any county or any farm, within the stratum to which it belongs, on a wholly 
random basis. The method of random sampling (often referred to as probability 
sampling) is recommended by survey statisticians generally because of its ob- 
jectivity and because experience and research on sampling methods during the 
past 20 years have shown that probability sampling has a number of important 
advantages as compared to alternative methods. 


The following is referred to on p. 105: 


Prices Pain By FARMERS 


The price data shown in the following tables represent averages of prices 
reported by stores patronized by farmers throughout the country. Most of the 
information is obtained by mail from cooperating merchants. Both the item 
coverage and the number of returns were considerably smaller in 1910-14 than 
in recent years. These price series are used in the construction of the index of 
prices paid by farmers for commodities and services, including interest, taxes, 
and farm wage rates. As the item coverage of the index was expanded, price 
series for new commodities were introduced at the index level then prevailing, 
with appropriate weight to reflect the proper influence of price changes in these 
new series thenceforward on the general level of prices paid by farmers. 





AGRICULTURAL MARKETING SERVICE 


Food: Average prices paid by farmers, United States, January 1959, with com- 
parisons 





Price per unit 




















| | At chainstores 
Item Unit Sep- Sep- Sep- | Decem-| 
| 1910- | tember | tember| tember} ber | 
14! 19521 | 19552 | 19582 | 1958 3 Decem-| Janu- 
| ber ary 
| | | 1958 | 1959 
_ —_|— —— —— -|———| —_—— —_ 

Meat, poultry and fish: | Dol Dol. Dol. | Dol. Dol. Dol. Dol. 
Round steak _-.........- | Pound....-....--| 0.186 | 0.965 | 0.789] 0.923} 0.924 | 0.975 | 0.998 
Hamburger (beef)_...-- al i cee eee . 643 .415| .565| .574] .553 . 562 

*Onmoe r0est............. See aoe ceo Se tees | ghoaceet ate .597 | .608} .605| .619 
EI ich cato ccnch cinta nana DB ceasawanms bit owes 564] .489/) .589) .591] .607) .600 
Premesurters _........... cee peer dats caceaete a . 491 615} 615 .628 | .628 
Bacon, siiced............. Senet heal’ 3, 226 . 609 571 734| .639| .627 | 604 
Beet, WHOM. .....<s-cs- a ORR ee tnd nek i ee | 676 636 | 672 | .658]) .641) .642 
AN ONS ac tec cz locas Ox to oe 4.160 | .72 . 720 .796| .751) .823 . 830 
ON PON i cictspinin Nis at OD cescxce seh .519 508 . 567 . 544 517 . 509 

*Fresh frozen haddock....|_....do...........]......- atone sees -| .519| .542/] .544] 559 
Salmon pink, canned_...|.....do...........|.....- .569 | .573 . 630 .618 | .578 . 573 

*Frying chicken__....._.- le A ee Oe ot sl tthe os ois Kehoe ete . 422 -401 | .394 . 394 

Fats and oils: 

RI erage oe as ae .141 - 187 | . 198 . 228 . 218 . 205 . 195 
Vegetable shortening- Ae atic aaee 294} .321 .331'| 9.881) <8ia] 33i8 
peled dressing.......1.<...}...6. bins aot cube cece | BOD. (ome licaxdag Tics acecdaledieedeledaceaas 
I eae eae a b= se to. . al 

Margarine_._...._- Sg tae pomrcanctna a 291 . 281 278 254 

Dairy products and eggs: | | 
RASEy CS, pce oaae Quart-...- piaesege] eee 1] ~~ <8) cas 241 
Evaporated milk, canned.| Pound --_-- 7 : . 172 . 159 5.156 5.143 
ee ne ee ee ee een . 322 | . 847 | .711 . 755 | 7il 
Cheese, American...- ee | eee . 221 | 622) .563 . 587 . 590 .567 | .563 

RED OO iii ccc occ AION a loan e ws an lei y . 871 . 863 . 814 . 826 
Me ees _.| Dozen___- les .641 | .599] .587| .556| .551 533 


See footnotes at end of table, p. 133. 
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Food: Average prices paid by farmers, United States, January 1959, with com- 
parisons—Continued 


Price per unit 


| | | At chainstores 
Item | Sep- | Sep- | Sep- | Decem-| 
1910- | tember | tember | tember ber 
14! 19521 | 19553 19582 | 19582 | Decem-| Janu- 
| ber ary 
1958 | 1959 


Cereal and bakery prod- j 
ucts: hs ; ee | Dol. Dol. | Dol. 
Bi enous =| 2S POGHE- 4.6.25. 766 | 2.1% 38 | 22 2.14 2.06 | 2.02 
Bread, white-- 7 ..| Pound a . 06 55 1% a -187 | .173| .174 
Macaroni os do. care rs ae 
Soda crackers..........- do... xnnhall : .260 | .272 | .292 | .287 . 287 
Corn meal ‘ cas dtenben . 0209 . 0792 . 0748 . 0790 .0762| .0795 . 0769 
Sie alias ahxge alk a . 338 | . 338 | . 313 | 313 
Rolled oats_- 5 Mien . 0684) ‘ . 142 | . 164 5 
Baking powder.....<....|.----€Qse.<.s-21e) “SORRI 215 | .227] .255 
NS A once wnncenad oa eaes Gab anetewas a Tiemann. eee 
Rice 7 : do... ti . 087: -183 | .18 . 187 | 
Vegetables: | | 
*Catsup---- Bottle_- = : , . | ,214 
Corn, canned Pound aon — 18 16 8.170 | 
Peas, canned nin cnc carmen . 165 .176 | .180 
Potatoes, white__--- sf) SER tcescelvesebbaal | 's |} .425] .459 
Beans, navy, dry edible Pound bwiheomoiens . 15: . 184 
Cabbage “<a eal . 0786 .0688; .0684; . 0684! 
Lettuce . | Head__-. ~aol . 184 | . 212 | . 189 . 203 | 
Tomatoes, fresh Pound peoee . 144 . 180 -163 |. 291 | 
Fruit: | | 
\ pples, fresh .0508} 13 . 143 . 147 . 133 
Bananas (ni oa ee -175] .170 .176 
Oranges, 216’s RR sp cisdih wicig ‘ . 48 ‘ .676 | . 538 
*Peaches, canned___......]| No. 244can .348 | = .348 
*Pineapple, sliced, Ha- | No. 2can 
wailan. 
Lemons | Dozen 
Raisins-- - -- |} Pound 
Sweets: | | 
Sugar | 10-pound of 108 | 1.03 
Sirup, table Pound rs -152 | .160 
Candy, nonchocolate, | OD patie seen 
without nuts. 
Vinegar 7 
Salt 7 
Beverages: 
Coffee, ground : .256 | .879 |) .912 
*Coffee, instant 6-ounce jar | 
Tea, orange pekoe Pound-.--- 
*Cola drinks, 10 to 12] Package of 6 
ounces. 
*Beer, 10 to 12 ounces..-... 
Tobacco: 
Smoking tobacco Pound 
Cigarettes. -_.-.. wsigtthcg aiid Package of 20... 














Independent store prices only. 

Combined independent-chainstore prices. 
Bacon unsliced. 

Pork loin. 

1444-ounce can. 

Baking soda, pound. 

Not included in 1959 revision of index. 
Price 303 can. 

Items added to index in recent years. 


2 
3 
4 
5 
6 
a 
4 
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Clothing: Average prices paid by farmers, United States, January 1959, 
comparisons 


Price per unit 









Item Unit At chainstores 

| Sep- Sep- Sep- |Decem-)_ 

1910-14 | tember | tember | tember ber | | 

1952! | 19552 | 19582 | 19582 |Decem-|January 
| ber 1958) 1959 









Mens’s clothing 












Work clothes Dol. | Dol. | Dol. | Dol. Dol. | Dol. | Dol. 
Overalls, bib , Pair | 0.894 3.45 3. 32 3. 54 3. 55 3. 04 3.12 
Shirts, cotton Each . 515 1. 91 1. 84 2.03 2. 04 1.76 1.78 
Undershirts or shorts do . 369 aca : eam 7 
Shorts do ; 77 . 767 . 812 . 810 . 750 . 739 
Undershirts, sleeve- | do . 656 643 . 687 . 692 . §20) . 625 

less. 





















































| i | 
Union suits, heavy Pair = 1. 25 2.75 | 2.60 | 2 744) 276) 247) 2.46 
cotton. | | | | | | 
Gloves, canvas ‘ do . 103 . 370 . 350 . 358 . 360) . 308 . 309 
Jackets: 3 | 
Leather Each 21. 70 21. 20 20. 60 20. 30 19. 70 19. 38 
Wool ‘ ; do 11. 40 12. 70 13. 50 13. 60 11, 60 11. 86 
Socks, cotton_.- | Pair 1.07 301 3. 04 . 329 . 330 . 307 . 312 
Shoes | do 2. 22 6. 97 6. 99 7. 86 7. 90 7. 66 7.71 
Boots, rubber, knee |-_- do 3. 95 6.17 6. 26 6. 89 6. 92 6. 69 6, 82 
length. | | | 
Other clothes: | 
Suits, wool, 1 pair | Each._--- --| 14.84 43. 10 42.40 | 43.70 43. 30 39.00 | 38.79 
pants. | | 
Extra trousers: | | 
Wool | Pair ;} 3.51 11. 20 10.90 | 10.90 | 10.90 10. 00 9, 87 
Cotton do | 4.00 3.80 | 4.17 4.15 3. 56 3. 58 
Shirts, broadcloth. | Each.. bg 3.04) 3.01] 3.11} 3.13} 2091] 284 
Overcoats, winter, wool JOU ent ; 38.40 | 37.70 | 38.50 | 38.70] 34.60! 34.03 
Hats, felt_. Sr Ope 2.10} 605| 5.83] 668] 685! 5.76] 6597 
Dress shoes or oxfords._..| Pair....--- : ; 8. 61 8. 67 9.39! 9.40] 8.9! 8. 75 
Overshoes: | 
Rubber, without |_-.-.do_---. puekograe 2. 84 2. 84 3.13 3.32 | 2.78 2. 85 
buckles.’ } | 
Rubber, with buckles__|..... Dicins a nb eatecnat 5. 35 5. 31 5. 95 6.09 | 5.78 5. 78 
Boys’ clothing: 
Suits, wool, 6-12 years.._| Each_---- eelpetal woken 16.20 | 16.80) 20.10! 19.90] 19.50 | 18.98 
Overalls, waist “ neces 2 2. 31 2. 11 2. 30 2. 29 | 1. 96 1. 99 
Sweaters, pullover, part |-.--- do-__. : 3. 84 3. 12 3. 55 3.72] 3.61) 3.58 
wool. 
Siies, Oxfords, 1244-3...) Pair...<..---.2--)2:.... 4. 96 45. 46 45.94 45.93 4 5. 68 45.61 
Women’s clothing: 
Dresses | 
House, percale__._- Each___-- ry 3. 08 3.14| 3.29] 3.30 3.00} 2.95 
Street, cotton _... een on 5. 90 6.07 | 6.03) 6.10 5. 37 5. 03 
Rayon, medium qual- |_--..do_---- 7. 82 8. 04 8.24] 8.26 7. 80 7. 65 
ity. | | 
Briefs or panties- ch eee Heo saad . 648 . 620 | . 616 . 610 . 571) . 559 
Slips: 
Rayon_.___---- | Each____. 2.40] 2.43] 247| 248] 237] 2.33 
*Nylon- oo: a 3.93| 3.70! 3.72] 3.56] 351 
Nightgowns, cotton ai docacacccceiiabeel aiacamaiasiod 2. 41 2. 41 2. 54 2.87) 2.411 22 
Coats: | 
Lightweight, full |--...do.-....-...|_.-.....| 21.90 | 26.00] 26.30] 26.30| 23.60 | 23.60 
length. | | | | 
All new wool, fur trim 3_|__...do 7 ee ee 54. 00 49.40 | 49.30 | 46.60 44. 72 
Ali wool, heavy, with- |.....4@0....-.....<]..<... .| 30.90 30. 70 21. 90 32.40 | 27.90 | 26.22 
out fur. 
Sweaters, wool. -_.....-- Sa enlictians crienibtiad ccbheretiolate 4. 67 4.63 | 5. 20 5. 52 4. 59 4. 69 
Hats | | | 
Straw, work 3 BPE ROS SER re, ee . 666 . 660 . 685 . 685) SR 
et ss seers a ee : shh reaataas 3. 87 3. 61 3.73 | 3. 73 | 3.11 | 3. 11 
Hose: | 
RD Pence cceccnin | Pair__- eee .173 . 537 . 538 . 573 . 584 . 589 . 587 
Dstt coca ees louie - 3 i. 19 110) 1.05 1.05 . 941 . 936 
Sen WO MORN oho cones 2. 46 5. 46 5. 42 5. 78 5.77 5.72 | 5.67 
Girls’ clothing: | | | 
Dresses, cotton 6-12.....} Each..........-.}........ 2.92 | §3.31 | 53.66) 53.69 | 53.79] 53.69 
Coats, heavy wool.......|_....do...._.- . oust -avee 15. 90 16. 90 16.70 | 16.70 16. 18 
Shoes or oxfords 144-3__..} Pair... _- ae 7 4. 44 4.45 4.71 4.71} 4.62) 4.59 
Yard goods: 
Gingham, 36-inch width.| Yard_-- : . 107 . 693 . 689 .713 . 705 . 700 . 696 
PUN cnnicuwe aeel dk a nenlos iz . 466 . 458 . 466 . 467 HEB ixncwcncs 





1 Independent store prices only. 
2 Combined independent-chainstore prices. 
3 Not included in 1959 revision of index. 

4 Sizes 244-4. 

§ Sizes 7-14. 

*Item added to index in recent years. 
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Household operation; Average prices paid by farmers, United States, January 1959, 
with comparisons 


Price per unit 


i At chainstores 
Sep- Sep- | Sep- |Decem- 

1910-14 '| tember | tember | tember ber 
uary 19522 | 19552 | 19582 | 19582 | Decem- January 
959 | | | ber 1958) 1959 


Fuel and light: 
Coal: 


Bituminous: | é | Dol. Dol. 


” | 18.9 18.8 
Run-of-mine. _......|.....do | 15. Btw ee: 
Anthracite ihn glee ae on «ae | 23. 24.2 | 24.1 
Kerosene __ _- ssn enpeeel 4S UeNEs eaiccaabe ; ; .174 . 176 
*Fuel oil cela ...do +306 i" | on » 152 | . 16 , . 153) . 156 
Gasoline, regular $_._...- _.do.. . 302 . 303 
Wood guste shan ct) Le akasee 5. ; ; + 12. ; 2 |} 12.0 
Electricity 4.....-- Kilowatt-hours_- 3 .0261) .0: ; ail 5, 0235 
Other services: | 
gi an : ikea 2 ae 3. “an 4 | & loncnsweat © 4.00 
*Magazines . “a : ‘ < ee 3. 26 
Newspapers .70 
College tuition oe 
*Postane rates’ ..........:| Lettere.......... 7 | . 08 — : .0 : . 04 
*Parcel post rates §_- 7.5 pounds. ..-- - sae” wee Led of : 51 
Laundry supplies: 
Shy vsssaitiiteiecis : POURGB. - ssn. . 0721) ‘ ‘ ; .18 - 18 . 180 
Soap ° sas : . 0476 . | ee - oat 
TOUONIGE 6. cnc cccccag] MORIN. coscccialgcaseceel) 273 |. 283 -_ ‘ . 268 
Toilet soap 1! cae rocked a ‘ ; . 110 . 110 . 103 . 103 


1 Independent store prices. 

2 Combined independent-chainstore prices. 
3 Filling station prices. 

‘ For central station service. 

5 Preliminary. 

¢ For local service. 

7 For Ist-class letter mail. 

§ Zones 1 and 2. 

® Not included in 1959 revision of index. 
10 Soap flakes 

1! Regular size. 

*Items added in recent years. 
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Household furnishings: Average prices paid by farmers, United States, January 1959 
with comparisons 


Price per unit 


























































































Item Unit | At chainstores 
- Sep- | Sep- bia 
1910-14 !| tember | tember | tember ber | 
1952! | 19552 | 19582 | 19582 |Decem-|January 
|ber 1958} 1959 
Electric appliances: Dol. Dol. Dol. Dol. Dol. Dol. Dol. 
Floor lamps-._-- ici medi te a ke 15.5 15.4 16.9 16.9 16.1 16.4 
Radios, table moede...1.-. in engi cecctan eee 26.7 26.3 26.1 21.7 21.7 
Radio-phonographs 3__._|_....do........---]..-.--.- 198 140 131 133 157 156 
*Television sets, 17 inch._]__.-- DD cictes new eed Coen De amit | 162 172 173 160 162 
Television sets, 21 inch. .]_.__- Piccusitshedlgbucnceealcones: saat eee | 225 229 200 202 
Refrigerators: 
I NG 3 | NS ee Oe [recent 258 224 | 203 203 | 189 191 
a a i eaeneeeebe 293 264 | 226 225 | 209 210 
ne BGs encnnossesdecaes Oe a ee eee | 311 254 254 | 218 919 
*11 cubic feet......- : ul gee Mlb specds acme SAR Toh) 347 | 283 283 267 267 
Home freezers: 
Io serie cerecnivasll econ) a 413 342 } 300 298 | 283 283 
I eae cen bn 442 376 | 330 328 | 303 304 
SES WONG sone nh nore eee ee ee 400 343 344 | 317 318 
SE ND BEB cece ceecslannes cence pieccoenat Seen 452 389 388 | 362 358 
Washers: 
Wringer type-_. Se ee 49.30 134 137 144 144 139 140 
Automatic............ a — .-| 204 | 271 | 267 265 | 243 243 
Sewing machine_.....___|__--- Se 528.9 | 163 158 143 142 128 129 
Vacuum cleaners --- a ar nada aeets 76.1 76.5 | 61.7 62.6 62.5 63.3 
Irons, standard_-_-_---- S Pee 11.9 Me Tt 2 11,8 11.5 11.4 
Toasters, pop-up.-.-----|----.d0----------|------- 21.9 | 2.3 | 190 | 193 | 17.5 | 17.6 
Electric range...........}|..... | SEES Sat 250 245 239 240 | 208 213 
Other household equip- | 
ment: | 
Stoves: | 
Gas range -. eee digewos poauonesd wee | 170 | 179 180 | 161 162 
Wood and coal..._....|_....do.__- | 423 1119 | 119 | 197 128 106 =| 107 
Kitchen cabinets _-_ % es a 18.7 59.5 | 58.9 62.4 62.3 54.9 | 55.9 
Dinner plates.__..------| 144 dozen___- 632} 1.09 112] 1.13 1.34 Te Es 
Water glasses 3___._-.___|.~_..do._-- | 154 | 585 693]  . 699 72 724 
oo 4. Dozen. __- .732} 1.06] 1.21 1.39 . 20 he ine 
House brooms. ..----- Each_- . 430) 1. 44 | 1. 40 1.43) 1.43 ].- = 
Wash boilers- --- Pee RS Wg ivacced eee Enceeeadlaxcoeceskis a ce : 
Furniture and bedding: | | 
Living-room suites _ _- a |) 37.0 | 185 | 188 197 | 197 | 195 | 197 
Occasional chairs__ ig co bosccaas SS | SER] 200 FT ate 43.3 43.8 
Dining-room suites __ Se se Cre be | | 253 267 | 271 259 255 
Dining-room chairs *.___|_....do.__. oe Soo wcqeet wees 
Dining-room tables *____|.-..-do___. 13.3 | oe | ie 5 aaa 
*Dinette sets. ..........--]. ee Scncceeel SeS | BO 1 827 | Bee 80.5 | 80.3 
Bedroom suites........-- Pic nteca ss owas | 174 180 185 183 174 178 
(| | See eee Sane is oo 14.0 lamarebe vers wubktew scien At 3 soon 
Bedsteads (double)_.-.-- AE AER 6.17 | 15. 16.5 18.5 18. 6 18.3 18.3 
a dl ees NN kas we cosmic | 4.19| 19.2 | 20.1 22. 6 22. 5 20.9 21.0 
Mattresses: | | | | 
All-felted, cotton 3.....|.....do..........| 6.06] 24.3 23.2 | 2.0 | 2. 22.6 | 22.5 
Innerspring.....-- ee BR een oe 43.8 43.0 | 43.9 | 44.0 | 42.2 | 42.4 
Rugs, 9 x 12 feet:: | | 
DUMIININOOE 8. eco wesc anon Bias Sy 1) e668 | She 76.4 | 75.8 | 74.3 | 74.6 
TN nt ic cael Stops Oe... eS 10.4 11.4 is. | 14:38 } 11.2 | 11.0 
Household textiles: | | 
Sheets: | | 
81 x 90 inches # i eceaiasemag ih bce sae Adih de Stal tamvain 9 CET nsctaietine oles titer a la ala -| 


*8] x 108 faaban 6 
Blankets, single: 





a SR eaeeereren oa 10.0 | 11.3 | 11.4 | 11.4 ] 109 | 110 
Cotton. coated cit aaiiciaiaens | 1.45 | 3.81) 2.49 2.53] 2.57] 2.25) 2.37 
Comforters, , cotton Reo ese [NTs 1.99 | | 





he gndt ak Gipbinieed 50 in tole ca etiatey . 665 . 647 . 69 - 695) . 636 . 634 
| 


















laa ia di sarin TN le cess caines om . 346 . 351) . 378 . 381 . 348) . 349 

RES ME ve caccccacmen Saree. Ds ees TENSE . 470 . 458) . 467| .472 . 419) . 419 
Ps ac eos . 099 317 . 296 . 306 . 308 -277| "277 
Kitchen curtains. -._.--- Piss scaceceeeias 2.14 2.12} 2.15 2. 16 | 2. 22 2. 26 








1 Independent store prices. 
2 Combined independent-chainstore prices. 
3 Not included in 1959 index revision. 

4 Hand-power. 

5 Foot-operated. 

8 Double. 

*Included in index in recent years. 
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Building materials: Average prices paid by farmers, United States, January 1969, 


Item 


Lumber, 1-inch 3__..- 
Framing lumber, 2 by 4: 
Pine, No. 2 and better. 
Pine, under No. 2 
Fir, No. 2 and better. 
Fir, under No. 2-- 
Boards, 1-inch 
width: 
Rough, 
better. 
Rough, under No. 2-.. 
Dressed, No. 2 and | 
better. 
Dressed, under No. 2--- 
*Tongue and groove roof- 
ers, 1 by 6 inches, No. 2 
and better. 
Shiplap, common pine: 
No. 1. > 
No. 2 and better... 
Under No. 2 
Drop siding, 6- inch, pat- 
= a, 105-106: 
} and better ° 
under Cc 
> and better 
( l slding 
bo: i! d rs 
Pine, C 
Pine, under 
Cedar, B 3_. 
Cedar, clear 
Flooring: 


— 


random 


No. 2 


7] 


I 
: 
F 


Ir 
oe 
lr 


Bev 


_ Pine, 1 by 
inches, B and better. 
Ye iow pine, 1 by 4 

inches, under B. 
Fir, VG, 
Fir, VG, under B 3___- 
Oak, 2542 by 2% inches: 


*Select guaganavasate 


*No.1 -- 
Roofing and siding: 
Shingles, wood 3_. 
les, wood, 
No. 2. 
Shingles 
MS. 
Composition roofing, 
MS, 90-pound roll. 
Galvanized steel roof- 
28-29 gage. 


Shing 


, asphalt, 3in1, 


*Asbestos siding shingles.| S 


Millwork: 


Doors, feet 


interior, 2 


8 inches by 6 feet 8 | 


inches: 
5 panel, No. 1 


ORRDOL INO. Bi cucaccaslccons 


fe 


2-panel, fir. 
Flush hollow core 
House windows, check 
rail units. 
Insulating board, 
terior, 44-inch. 
Gypsum board, 
Plywood, laterior, 
%-inch AD, 
side. 


and | 


B and better 3- 


cedar, 


36-inch... 


| 100 board feet... 


ee 





in- | 


smooth 1 | 


| 100 square ft__- 


with comparisons 


Price per unit 


At chainstores 
Decem- 
ber 
1958 2 


Septem- 
ber 
1958 2 


iSeptem-| 
1910-14! ber 
19521 


Septem- 
ber 
1955 2 


Decem-|January 
ber 1959 
1958 


Dol. 


133 
115 
148 
123 


M board feet_... 
a eee 


Sieoccskatentee- 
Scieatansss 


143 


118 
166 


§ 133 


9111 
10 156 


| 124 


}11 133 
i 105 











--| 145 
--|!3 129 
|13 120 

















100 square feet_.. 
Square | 


210-220-pound - 








Bach....... 
ao... 
11. ¢ 
11. 
21, 


do 


1,000 square feet 


do 
100 square feet. 





See footnotes at end of table, p. 138. 
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Building materials: Average prices paid by farmers, United States, January 1959, 
with comparisons—Continued 


Price per unit 


At chainstores 
Septem- Septem-|/Septem-| Decem- 
1910-14 ber ber ber ber 
1952! 1955 2 1958 2 1958? | Decem-| January 
ber 1959 
1958 


Masonry: Dol. Dol. Dol. Dol 
Brick, common 1,000 52.7 53. 4 56. 2 56. ¢ 
“Brick, face 1,000... ; 2.5 66. § 72.0 72.3 | 744 74.5 
Concrete blocks, 8 by 8 | 100_- ss : ‘ he 23. 24.9 2.0 +} Be 25.3 

by 16 inches. 
Portland cement._--_- 94-pound bag 7, 844 * 47 . 48 Af 1, 48 
Lime e Per barre] 

Paint 
House paint, ready-mix | Gallon 
Interior wall paint do 
Linseed oil 3 - do 

*Kitchen cabinet Each 

Nails, 8d, common Pound 

Screen wire, 16-inch mesh 
30” width Linear foot 

*Electric cable, indoor, | 100 feet 
2-wire. 

*Galvanized-iron pipe 
144-inch : 
14-inch ; 

*Kitchen sink, basin, 
without fixtures. 

*Bathtub, 5-foot enamel, 
cast iron, without fixtures. 

*Toilet, water, china 

*Mixing faucet, sink, 
chrome plate. 


Independent-store prices only. 
2 Combined independent-chainstore prices. 
Not included in 1959 revision of index. 
4 Pine, 2 by 4 feet, No. 1. 
Pine, 2 by 4 feet, No. 2. 
6 Fir, 2 by 4 feet, No. 1 
? Fir, 2 by 4 feet, No. 2 
§ Rough boards, No. 1. 
Rough boards, No. 2. 
Dressed boards, No. 1 
1 Dressed boards, No. 2. 
22 Shiplap, common pine, No. 2. 
Shiplap, common pine, No. 3. 
# Dropsiding, fir, C. 
Bevel siding, cedar, B and better. 
Shingles, wood, cedar, clear. 
7 Portland cement, per 100 pounds. 
18 Nails, per 100 pounds. 
*Items added to the index in recent years. 
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Auto and auto supplies: Average prices paid by farmers, United States, January 


1959, with comparisons 


Septem-|Septem-|Septem-| Decem- 
1910-14|ber 1952 '|ber 1955 


New autos, 4-door sedans 


6-cylinder Each 

8-cylinder _ - .do 
Used autos 4__ do 
lrucks 

New, }-ton pickup do 

Used, }¢-ton pickup do 
Gasoline, filling station, | Gallon 

regular. 

Motor oil do 
Auto tires, 6.70x15 Zach 
Inner tubes, 6.70x1: do 
Antifreeze, permanent 4 rallon 
Storage batteries 

45-plate Zach 

51-plate 6 do 
Spark plugs 6 do 
Lubrication, all makes 4 do 
Motor tuneup 4 do 


Paid to independent stores and dealers. 
Combined independent-chainstore prices for auto supplies. 


For aut) supplies only; auto prices paid to independent dealers, 


‘ Items added to the index in recent years. 
> 6.00x16. 
6 Not included in 1959 revision of index, 


Price per unit 


At chainstores 3 


2/ber 1958 2 ber 1958 2 


Decem- Janu- 
ber 1958 | ary 1959 


Dol. Dol. 


9 


2, 390 
2, 


980 
780 


2, 030 


592 


. 803 


983 
0 


85 


ov 


“I Stow 
3 &S 
& 


t 
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Feed: Average prices paid by farmers, United States, January 1959, with com- 


parisons } 





| 


| 


| 


Sep- 


Price per unit 


Sep- | 


| 1910-14 | tember | tember 
1955. | 


| | Dol. 
Sp ee cgateee: 0. 649 
100 pounds_.- 


Busnels......... g 


. 399 
| 
Wheat 3______- 
Alfalfa hay, baled 
All other hay baled 
Laying mash............-- 
Scratch grains_. 
Chick starter mash_....._-- 
Broiler growing mash 
Turkey growing mash ? 
Mixed dairy feed: 
All under 29 percent protein 3__}_- 
14 percent protein ? 
16 percent protein ? 
18 percent protein ? 
20 percent protein 2 
24 percent protein ? 
Over 29 percent protein 
Soybean meal: 
Average all analysis 3__- 
44 percent protein ? 
Cottonseed meal: 
Average all analysis 4 
41 percent protein ?__. 
Linseed meal 3__- 
Meat scrap 3__- 
Tankage 3__ 
Bakes aes 
Middlings and gray shorts--- 
Mill run 3 ‘ ee 
Corn meal-_.-_-. 
Corn gluten 3___.. 
Hominy feed 3___._- 
Mixed hog feed: 
14 to 18 percent protein 2_. 
Over 29 percent protein ?_ 
Beef cattle concentrate, over 
percent protein 2__- 
Stock salt 





i Independent store prices. 

2 Items added to index in recent years. 
3 Not included in 1959 revision of index. 
4 Loose hay. 

5 Mixed feed under 29 percent protein. 


Livestock: Average prices paid by farmers, 
comparisons 





United 


1952! 


Dol. 
1.71 
3. 

. 835 
.43 
2.09 


| 


02 | 


1 





Dol. | 
1, 24 | 
1. 67 | 
. 563 
. 899 
. 92 | 


od | 
3. 3 

4.45 
4.04 | 


. 85 | 


> 


wow 





Nwonu. > 


oe wwe 


+ 


Sep- 
tember 
1958 


Dol. 
1.13 
1. 68 
. 556 
. 861 


. 69 


3.3 


50 


3. 96 | 


. 12 
5. 06 
. 88 


3.65 | 


3. 68 
3. 58 


3. 90 








Decem- 


be 
19 


br 
58 


Dol. 


1 


1. 


— 


Peo wooe pe noon F 


.02 
68 

. 589 
. 915 
73 
0 

3 
45 
87 
96 
a4 
81 


79 
68 
Ot 
. 96 


tee 


Pon 


States, January 


> > 


$2 99 G9 BS Go Ge 
Baca ccs 


74 | 





Price per unit 


Janu- 


ar 


CO bo tO Ww 


Oe 1 


wow 


vy 


> 


be 


_ 


Feeder and stockers 
Cattle and calves-. 
Lambs. 

Hogs as ‘ 
Dairy cattle, milk cows 3_-_- 
Baby chicks, straight run 
Turkey poults 


Hundredweight. 


| _ 


1 Cattle. 
2 Sheep and lambs. 
3 Prices received by farmers. 


| Sep- 
1910-14 | tember 
1952 


Sep- 


1955 


Dol. 
23.4 


22.3 


Dol. 
17.0 
18.0 
16.9 
147. 
15.8 

. 544 


Se 


tember | tember | 


1958 


D 


9 


21 
217. 


12. 


ol. 
60 
40 
20 


‘ 


519 


| Decem- 


ber 
1958 


Dol. 
25. 30 
19. 60 
18. 60 

225. 
12.8 
. 551 


Janu- 
ary 
1959 


Dol. 
26.5 
21.9 
17.6 
997 


wamin’d 
12. 4 


. AT 
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Motor supplies: Average prices paid by farmers, United States, January 1959, with 
comparisons 





Price per unit 
| 

| l l 
| | | At chainstores 
Septem-|Septem-|Septem-| Decem- 
| 1910-14| ber ber | ber | ber | 
19521 | 19552 | 19582 | 1958? |Decem-|January 
} | ber 1959 
} 1958 


Item 


Dol. | Dol. | Dol. 


| 


Dol. Dol. | Dol. 


Gasoline, regular, filling aap ageeane dal 3, 266 . 292 . 310 305) . 302} 


station, j 
Gasoline, regular, tank | : ee ; . 251) . 268 . 26! . 262 
truck. | 
Tractor fuel, diesel. -- . alsin = . 156 . 161 . 164 . 162) . 160) 
Kerosene §._........-.- awa BAAD A : ; . 184) .181 ae .174 
Motor oil E _.do = . 2 . 2 . 26 | . 26 . 974} 
eS a es | 7S ee 224 232]. 2 213} 
Auto tires, 6.70 x 15.- | etic hare tat ws E 22. | 6 | 20. 8 | 
Truck tires, 7.50 x 20, do ; .| 757.2 | 9 7. 5 | 68.6 
&-ply. | | 
Truck tires, 7.50 x 20, .do epee eoeteea peiemataee 8.1 
10-ply. 
*Tractor tires, 11-38_ -- o.  * 
Inner tubes, 670 x 15 5_.._|___._.do 
Lg. eee eee 
Storage batteries: 
45 plate eae ..do 
Si: piate......<.a- weaiatl do 
*Antifreeze, permanent- Gallon_. 
*Motor tuneup---- ..-| Each. 
*Lubrication . .- OG scan 





Independent store prices. 

2 Combined independent chainstore prices. 
Unspecified whether filling station or tank truck. 

4 Distillate. 

5’ Not included in 1959 revision of index. 

66,00 x 16, 

77.00 x 20, ply unspecified. 

§ Number of ply unspecified. 

§ Size 10-38. 

*Items added to the index in recent years. 


Votor vehicles: Average prices paid by farmers, United States, January 1959, with 
comparisons ! 


Price per unit 


1910-14 | Septem- | Septem- | Septem- | Decem- | January 
ber 1952 | ber 1955 | ber 1958 | ber 1958 1959 


New autos, 4-door sedans: Dol. Dol. Dol. Dol. | Dol. 

6 cylinder... -_. : 1, 970 1,970 | 2, 220 | 2, 370 

8 cylinder__. ; 2, 480 2, 530 2, 830 3, 030 
Used autos 2 7 othe : : 585 654 | 654 
l'rucks 

New, }-ton pickup sa cs , 680 1, 630 1, 940 | 2, 050 

Used, ¥2-ton pickup ?__. ices ‘ 433 526 526 
New, 2-ton trucks, cab, and chassis nea 2, 270 2, 450 | . 960 3, O80 
Used, 144-Used, 149-2-ton trucks 2. ___. ve ‘ 475 626 626 
Wheel tractors | | 

Under 20 belt horsepower--.- ihcsdineasecs 1, 530 , 410 , 620 , 660 | 

20-29 belt horsepower. _. es wil 2 ee 1, 980 2, 020 2, 330 2, 410 

30 and over belt horsepower 4 cea 2, 770 2,720 3, 080 3, 140 
Crawler tractors: 

Under 25 drawbar horsepower 2. _- ee 2, 430 2,700 | 3, 340 

25-34.9 drawbar horsepower r - 4, 370 . 950 5, 280 

3549.9 draw bar horsepower : 5, 730 », 670 | 7, 230 | 


Prices paid to independent dealers. 
? Items added to index in recent years. 
> Not included in 1959 revision of index. 
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Farm machinery: Prices paid by farmers, United States, January 1959, with 
comparisons } 





Price per unit 
1910-14 | Septem- | Septem-| Septem- | Decem- Jan- 
average ber ber ber ber uary 
1952 1955 1958 1958 1959 





Plows: Dol. Dol. Dol. | Dol. Dol. 
Walking plows, 1 horse. Each : | 
Walking plows, 2 horse -. do é , 
Moldboard, 2 bottom... do | 5. 25: | 279 979 | 279 
Moldboard, 3 bottom... do ; ; 415 415 415 
*Disk, 2 disks do : | 303 303 303 
*Oneway disk tiller 11-13 feet_ do 6: 864 864 | 864 
Harrows and cultivators: 
Disk, single, 4 foot. _._- : “ do : 3 35 { 156 | 156 156 
Disk, single, 6 foot... -_- Ree 2 a! 
Disk, single, 15 foot_-_- do - 361 361 | 361 

*Disk, tandem, 6 foot do 306 306 306 
Disk, tandem, 7 foot ; ae... 5. 9 ; 428 328 298 

*Disk, tandem, & foot do... 365 365 365 

* Disk, offset, 7 foot __- = ! 638 638 638 
Sni’ etooth, 1 section, steel bar ae sc - ; ; 6. 36.1 3h. 
Spike‘ ooth, 2 section, steel bar _|_____do-_. 3.5 |. RO), ¢ R0.9 80. 

*Springtooth, 2 section pace cn. 9.3 127 27 127 
Cultivators, 1 horse, walking do. 
Cultivators, 1 row, riding do 
Cultivators, 2 row, horse do 
Cultivators, row crop, 1 row do 
Cultivators, row crop, 2 row do 
Cultivators, row crop, 4 row. .. do 

Spreaders and loaders: 
Manure spreader, all do 
Manure spreader, 95 bushels, do 
tractior 
Manure spreader, 95 bushels, |___..do 
PTO. 
Manure spreader, 140 bushels, do 
PTO. 
*Tractor manure loader-___.-- nucle 
Planters: 
Planter, 1 row _.. ‘ do 

*Corn planter, 2row, w/fertilizer .do 

attachment. 

*Corn planter, 4 row, plain ___- ...do 
Corn planter, 2 row, plain 5_. _..do 
Grain drill, tractor drawn, 13 |__.._do 

tube. 
Grain drill, tractor drawn, 16 
tube. 
Haying machinery: 
*Mowers, tractor drawn or 
mounted, 6 feet. 
Mowers, tractor drawn or |_- 
mounted, 7 feet. 
Hay rakes, sulky dump-_-. 
Hay rakes, side delivery, all___-| 
Hay rakes, side delivery, PTO- 
Hay loaders_. i ie 
*Pickup balers with auxiliary |___-- | 2, 2, 240 
engine. 
Pickup balers, PTO 5_- 
Harvesters: 
Grain binders, 7 feet .__ 
Grain thresher, 46 inches- 
*Combines, self-propelled, 10 - 
feet 
Combines, self-propelled, 12 j “ 5, 2 | i, | 6,290 
feet j 

*Combines, self-propelled, 14 7 : , j | 6,980 

feet. | 

*Combines, tractor drawn aux- 

iliary engine 5 feet-6 feet 5 
inches.§ 
Combines, tractor drawn aux- .do 
iliary engine, 8 feet. 
Combines, tractor drawn, do 
PTO, 5 feet-6 feet. 
*Combines, tractor drawn, MEG Ss ‘ 2 2, 280 
PTO, 7 feet-9 feet. 
Ensilage, cutter. ____--- . caion sel 











See footnotes at end of table, p. 143, 
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Farm machinery: Prices paid by farmers, United States, 


comparisons '—Continued 


Price 


Item 
1910-14 
average 


Septem- 
ber 


1952 


ber 
1955 


Dol. 


1, 680 


Harvesters—Continued 
Forage harvesters, 
attachment. 
Forage harvesters, 
attachment. 
Forage harvesters, 
auxiliary engine. 
Corn binder, 1 row 
*Corn pickers and 
row. 
Corn 
row 
Cotton pickers 
*Cotton pickers, less tractor 
*Cotton pickers, mtd. 
tractor) or 8.P. 
Potato digger 
Dairy Machinery: 
“Bulk milk cooler, exp. type 
Single milker units 
Farm milk cooler, immersion, 
4 can. 
*Farm milk cooler, immersion, 
6 can. 
Cream 
pacity 
Stationary milker insta 
Hammer mills “ 
Farm wagons: 
Farm wagons. -. 
Farm trucks, steel wheels 
Wagon box.. 
*Gas engines, 3 horsepower 
Gas engines, 1-2 horsepower 5 
Grain elevator, portable: 
*28 foot. double chain-_- 
*34 foot. double chain 
*40 foot. double chain 


Dol. 


pick-up | Each 1, 690 


row crop do 1, 660 1, 750 


row crop do 


do 


huskers, do 1,010 1, O80 


pickers and huskers, do : 1, 500 1, 670 


10, 600 8, 140 
incl 


331 


361 


112 
403 


116 
401 


467 


476 


separators, 550-850 ca- 219 248 


157 


203 


lations: 


161 


208 


0 
do 
do. 157 164 
do 
do 
-do 
.do 


101 

69. ! 63 
417 
404 
616 


409 
476 
607 


do 
do 
do-_. 


Independent store prices, December prices carried forward for January. 
2 One way disk tiller, 12 feet. 
'7 foot single disk harrow. 
‘70 bushel traction operated spreader. 
5’ Not included in 1959 revision of index. 
6 Average price of all 12 tube drills. 
7 Mowers, 5 feet. 
* Side-delivery, PTO. 
® Feed grinder. 
*Items added to index in recent years, 


Septem- 


January 1959, with 


per unit 

Jan- 
uary 
1959 


Decem- 
ber 
1958 


Septem- 
ber 
1958 


Dol. 
1, 810 


Dol. | 
1,810 


Dol 
1,81) 


. 280 
2, 110 
5, 630 

, S00 

739 
2. 630 
130 
510 
204 


180 


262 


183 


91. 
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Building and fencing materials: Average prices paid by farmers, United States, 
January 1959, with comparisons 


Price per unit 


| 


| At chainstores 








Item Unit Septem-|Septem-|Septem-| Decem- eee 
1910-14! ber ber ber ber 
19521 1955 2 1958 2 1958? | Decem-| January 
ber 1959 
1958 | 
ei le aaah acclaim ate ieee ——, hicceraiabiaidcecacienie 
Lumber: Dol. Dol. Dol. | Dol. Dol. | Dol. | Dol. 
Lumber, 1-inch ?_...... | 100 board feet BO Sik icice hymn ited col okies SS aaa ee 
Framing lumber: | | 
Pine, No. 2and better 1,000 board feet scat 4131 122 123 123 133 | 130 
Pine, under No, 2 3... ..do ‘ 114 104 104 | 105 115 107 
Fir, No. 2 and better.|.....do_........-.. 6139 141 142 | 142 148 | 148 
Pit wer NO. 2...02.6)6 00-280: ~~~ ancce- SRA 7127 125 114 | 115 123 | 123 
Rough boards: | 
No. 2 and better......|..-..do re 7 -| $133 130 128 128 | 143 143 
SI TNO: Picce mix ae fe OND ein ions 9111 105 | 106 106 118 | 120 
Dressed boards: 
iO, 2 ae Oke .......|---..00...-....=. rated 156 151 | 155 | 155 | 166 | 168 
SR BER Wi cccictctrelncoma | Seber pates ee 117 120 121 124 | 127 
Shiplap, common pine: | 
No. 2 and better 3__..}..--. Sao as aoe ...|!2 129 133 |} 133 | 134 | 146 | 142 
Under No, 23 saline ansianndl do bireinmpiebcaimeece 3120 120 120 121 | 127 | 126 
Drop siding, Pat. 105- | 
106: | } 
Pe ae ERE ol cocatR po cenawaannicnccce>a 14214 208 209 209 | 229 232 
Pine under C *......./....- SN cacti paar eae ae 160 160 | 159 | 162 | 159 
ee ne  cuvemamenees 15 227 236 237 237 | 247 | 241 
Pir wader © 4. ..3ccnn-| <a BO. ccwenbuds lanbadsas 185 178 178 180 | 183 184 
Flooring 
*Yellow pine, B and |----- UD occ aia cpl ested 223 225 | 218 221 238 | 233 
better. | 
Materials and supplies: 
Nails 8d common.._.--- Sf ING i haciacentn ws 16 3.45 . 130 .144 . 167 .176 
Paint, exterior, house...| Gallon..-.-..-.-- 1. 90 5.57 | 5.84 6. 37 6. 40 
*Paint, interior, wall_--._|----- cde onnennal pdipettininicecannet — rae 5.85 | 5, 80 
Cement, portland-_---.- 94 pounds_-_._-- 16. 842 1.21 133 | 1.47 1. 48 
*Concrete blocks......-.| 100. Feat ee ee eae. 23.2 23. 8 24.9 25.3 
*Insulating board, 4- | 1,000 square feet_|_.-__--- 71.7 77.6 84.8 88. 4 
inch, interior. | 
Iron pipe, galvanized, | Foot..-.-------- 17,151 . 368 . 381 . 447) 136 
14-inch. 
*Domestic water system, | Each_....--.-.-- eaideitio 186 179 190 186 186 186 
14-horsepower. 
I antes cae oh adcwe aed teed 2. 82 2. 93 3. 03 3. 04 2. 95 2. 92 
NE NN Oo sisi cindierermnrm Gallon ---_- 90 2. 78 2. 69 2. 86 2. 87 2.88 2. 85 
ee dl BNO a 6 aocdcaudon)wncemd . 44.9 48.0 §2.7 53. 4 56. 2 55.3 
woe oe *....-<-.««- ae é lalate 108 125 143 143 143 143 


Roofing materials: 
Shingles, wood, cedar, | Square 


No, 2. 
Steel, galvanized. ._-.--- 100 square feet...|)_.....-- 13.5 12.1 12.9 13.0 | 13.6 13.5 
Composition .........<.|.... OG sien eanad ‘ 3. 33 3. 88 4. 29 4. 32 4.48 4. 51 
Asphalt shingles........| Square....-.-...|.....- 7. 86 8. 28 8.85 8.95 9. 23 9, 43 
Fencing materials: 
Barbed wire, 2-point....| 80 rods._.....--_|_ 8.74 8. 87 9.97 10.0 10.9 | 10.8 
Barbed wire, 4-point_-__-| -- ER cctaimtanincugh Was Ae 9. 68 9. 89 1. 11.1 11.6 11.6 
Field and stock woven | 20 rods__-_-- 20. 340 20.927; 18.9 23. 1 23. 0 22.1 22.1 
wire, 
Fence post, steel____-- Each_-_-.. 3 ana . 999 1.03 1.16 1.16 1.11 1.13 
Fence post, wood.-.--.-|..-..do-_--- : 687 . 692 . 747 . 748 . (42 . 654 
Rough boards 
No. 2 and better_- 1,000 board feet ae § 133 130 128 128 143 143 
RINE, DO. ccdca ccc n tones Oiesnx Geiembe 9111 105 106 106 118 120 
Stee] gates 3__.____- Each....... i 23.9 25.6 28.9 29. 2 31.7 31.5 
Poultry netting 3____- 150 feet_____- Senecs 8.74 9. 41 11.0 id 10.7 10.8 
1 Independent store prices. 18 Common pine, No. 3. 
2 Combined independent-chain store prices. 1 B and better. 
3 Not included in 1959 revision of index. 6 Fir C. 
4 Pine, 2- by 4-inch, No. 1. 16 Per 100 pounds, 
§ Pine, 2- by 4-inch, No. 2. 17 2-inch pipe per foot. 
6 Fir, 2- by 4-inch, No. 1. 18 Not in 1910-14 building and fencing material 
7 Fir, 2- by 4-inch, No. 2. index. 
§ Rough boards, No. 1. 18 Per 1,000 shingles. 
® Rough boards, No. 2. 20 Per rod. 
10 Dressed boards, No. 1. *Items added to index in recent years. 


1i Dressed boards, No. 2. 
122 Common pine, No. 2. 
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Farm supplies: Average prices paid by farmers, United States, January 1959 with 
comparisons 





Price per unit 


| 
| Sep- Sep- Sep- Decem-| 
|1910-141) tember | tem |tember| ber | | 
1952 1 19552 19582 | 19582 |Decem-\January 
ber _— 1959 


Fuels: ; Dol. Dol. Dol. Dol. Dol. Dol. 
*Gasoline, filling station..| Ge . --| 0.266 0. 292 0.310 | 0.305} 0.302 0. 303 
*Kerosene....---- asen Te . 183 . 184 .181 . 182 .174 . 176 
*Range or furnace oil. nase ute uapaialeoiaacnneel . 152 . 160 . 160 . 153 . 156 
GREE GEE a 6.2 oo eccudnal ates 7 . 433 . 24 .23 1.26 . 26 . 974 . 983 

*Soft coal, prepared sizes_.| T . 2 5. 9 ¥ .0 3.9 8 

Spray m terials: | 
Arsenate of lead | Pound el . 413 . 360 i . 380 . 380 . 380 
*Calcium arsenate ® boca anne . 153 . 123 2 . 28 . 28 . 28 

*DDT, wett: fais pemaian, | a .510} .398] .36 .368 | .368| ,.368 
40-50 percent. | 
Paris green ° . 615 . 616 7 . 720 . 720 

. 52 . 28 q . 78 


At chainstores 


| 
| 
| 





Marketing containers: 
*New potato sacks, 100 Ib_} 100_-- ; 20.9 8 ; .8 
*New bags, open mesh, 

: ees 9 .2 9 
New baskets, 1 bu , 3. 91 3.9 . 76 . 87 
*New hampers, with 





.0 33. 7 ° 4 

*Fruit box shook | Eac noes 4 . 458 

*Lug box shook. x a se eiiadtantaaaeae . 289 

*Vegetable crate shook-_-|.----do- pewenis ; 511 

Hand tools: 

Axes, with handle--_- 
Hammer, nail, with 

handle - - -- 

Hoes, 7-inch bl ide- 

Handsprayer, 3-4 gal. | 

capacity- sghoatebre ai 

Pitchforks, 3 tine 
Pitchforks, 4 tine_- 

BVGRON Cos ecccdxabatixe | 

Yordage: 

Binder twine. - 

*Baler twine--_-- 

Rope, manila_- 
Dairy supplies: 

* Milk cooler, 6-can capac- | 

ity. 
Milk pail, 12 quart-- 
Milk can, 10 gal._.-- 

Poultry supplies: 

Brooders 450-500 chick 
capacity: 
*Gas burning... 
Oil burning-.-- 
Electric - - 
Other supplies and equip- 
ment: 

*Barbed wire, 4 pt | 80 rod. 
Horse collars, leather *..| Each.- 
Horse blankets PON cin 
Halters, leather ‘ | j 
*Muslin, unbleached_....| Yard-. 

*Gas engine, 2.1-3.5 hp_..!| Each-- 

*Electric motors, 4 hp- -- Mass eas 
Pipe, galvanized, 144 in.3_| Foot-- 

Services: 

*Telephone, local. | Month_. 
Electricity_..-. Kilowatt-hour. 

*Farm magazines__. Month.- 

*Letter mail, Ist class_- Letter-_- 


























1 Independent stores only. 

2 Combined independent-chainstore prices. 

3 Not included in 1959 revision of index. 

4 Machine oil. 

5 Average price of all. 

6 Price per 100 lbs. barbed wire, not in 1910-14 index. 
7 Price per ft. 2-inch pipe. 

*Items added to index in recent years. 





































6-6 2 
t-S—4 
o-S—-H 
hss 


6-10-4 ? 
6-12-12 
SSN 
*8-16-16 - 
8-24-86 7..... 
8-32-0 * 
10-10-5_- 
10-10-10__- 
10-20-0 2... .- 
*12-12-12 
Fertilizer materials 
Nitrogen: 


Ammonium 
stone mix. 


Sodium nitrate. 
Phosphate: 





Phosphate rock 

Superphosphate 
cent.? 

Superphosphate 
cent. 

Superphosphate 
cent.? 

Superphosphate 
cent. 

Potash: 
Muriate of potash 












Ground limestone 














® Acid phosphate. 








Anhydrous ammonia. 
Ammonium nitrate. ___ 
nitrate-lime- 


Ammonium sulphate.- 


is 


20 
42 


45 


Secondary and trace elements 
*Gypsum (land plaster) 


Ammonium phosphate... 


per- 
per- 
per- 


per- 


*Items added to index in recent years. 
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comparisons ! 
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do 
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-do. 


.do 


do. 


do 
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1 Prices are only for independent stores. 
2 Not included in 1959 revision of index. 
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Seed: Average prices paid by farmers, United States, January 1959, 


with comparisons ! 





Price per unit 
Item Unit 
Sep- Sep- Sep- | Decem-| Janu- 
1910-14 tember | tember | tember ber airy 
1952 1955 1958 1958 1959 
Dol. Dol. Dol. Dol Dol Dol. 
Corn, hybrid ‘ Bushel. 11.0 11.0 11.0 11.0 11.0 
Oats do 1. 74 1. 43 1.55 1.55 1. 55 
Barley do 2. 64 2.01 2. 02 2. 02 2.02 
Wheat do 0, 881 3.02 2.83 2. 82 2. 82 2. 82 
Rye ..do 3.01 2.14 2. 37 237 | 2, 37 
Cowpeas 2 — ..do 6. 52 7.75 6.41 | 6.41 | 6,41 
Soybeans do : 4.23 4. 20 3. 46 3. 46 3. 46 
*Cottonseed ; | 100 pounds $21.1 10.7 9. 04 11.6 11.6 11.6 
Potatoes (Irish) do 4.771 6. 67 4.41 4.41 4.41 4.4] 
Alfalfa 
Common do 411.5 53. 5 37.4 36.0 | 36.0 36.0 
Certified northern and central do 68. 3 41.0 41.8 | 41.8 41.8 
zone. 
Certified southern zone 2 do 30.6 30.6 30. 6 
Red clover | do 411.9 46.5 47.1 43.0 43.0 43.0 
Alsike clover do 54 41.1 36.3 36.3 36. 3 
Sweet clover _do 18. 5 23.7 16.6 16. 6 16. 6 
*Ladino clover. | Pound 1. 47 . 877 . 720 720 720 
Korean Lespedeza | 100 pounds 21.5 9 11223 12.3 12.3 
Timothy-. | do 44.40 22.3 2 24.3 24.3 24.3 
Ryegrass, common | Pound | 27 .118 148 148 . 148 
Kentucky bluegrass : do | 768 R30 | 683 683 . 683 
*Tall fescue (Alta plus Kentucky | 100 pounds 42.5 19. 4 21.1 21.1 21.1 
No. 31). 
Sudangrass 5 do 15.4 15.9 8. 94 8. 94 8. 94 
Hairy vetch do 19.0 18.8 19.3 19.3 19.3 
Austrian winter peas 2 do 7.12 7. 36 7.61 7. 61 7.61 
*Grain sorghum, open pollinated do 3. 02 1, 67 1. 68 1. 68 1. 68 
*Peanuts 5 ..do 11. 10 11. 80 10. 50 10. 50 10. 50 
*Rice § ‘ do 5, 27 4. 64 4.77 4.77 4.77 
*Flax § -| Bushel ‘ 3. 80 2.7 2. 58 2. 58 2. 58 


Seed price carried forward from September through January of the follow 
2? Not included in 1959 revision of index. 
3 Per ton basis. 
4 Per bushel basis 
\verage price received by farmers. 
“Items added to the index in recent years. 








ring year. 
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(The following was referred to on p. 110:) 


Prices REcEIvVED BY FARMERS 


Prices received by farmers, as used in index computations, 1910-14 average, Septem- 
ber 1952, September 1955, September 1958, December 1958, and January 1959, 
United States 


1910-14 | Septem- | Septem- | Septem- | Decem- January 
average | ber 1952 | ber 1955 | ber 1958 | ber 1958 | 1959 
price | | 


Food grains: Dol. Dol. | Dol. 
Wheat, per bushel 881 1.92 1.68 | 
Rye, per bushel ta . 872 . 985 
Rice, per hundredweight_- 81 5. | 4,64 4.77 

Feed grains and hay: 
SS. ee .649 | ; | 1, 24 | Le 
Oats, per bushel | . 399 . & . 563 | . 556 
Barley, per bushel_-._- : nina .6 A .899 | . 861 
Grain sorghum, per hundredweight-.- (2 | 26 . 67 1. 68 
Hay, baled, per ton..........-.-- saws a 25. | . 40 

Cotton: | } 

All cotton, per pound (see American 
Upland and American Egyptian) 
American Upland, per pound (in all 
COCTON) . .«-«---- anal ‘ | oa .aale 
American Egyptian, per pound (in all | 
ND = ore ahs ; .05 . 5400 

Tobacco, per pound ; .| ll . 492 . 496 

Oil bearing crops: 
Cottonseed, per ton__- 
Peanuts, per pound___ 
Flaxseed, per bushel__- 








Fruit: 

Tangerines, per box 5_.__. . 

Oranges, per box 5___- 

Grapefruit, per box 5___- 

Lemons, per box 5 

Pears, per bushel 

Peaches, per bushel__- 

Apples, per bushel__- : 

Strawberries, per pound... -_-- 

Grapes, per ton_-_-__- 
Commercial vegetables, per hundred- 

weight: ® 

Asparagus- -.--- 

Beans, snap 

Broccoli... 

Cabbage 

Cantaloups- ---- 

Carrots. 

Cauliflower 

Celery 

Corn, sweet__. 

Cucumbers 

Lettuce 

Onions... 

Peas, green. 

Peppers, green... 

Spinach 

Tomatoes 

Watermelons : 

Potatoes, etc., per hundredweight: 
Potatoes : 
Sweetpotatoes . 

Beans, dry edible 

Meat animals, per hundredweight: 
Cattle 3 ee 
Calves... 

Sheep 
Lambs... 
Pe eos 

Dairy products: 

Milk, wholesale, per hundredweight- 
Milk, retail, per quart. - 
Butterfat, per pound 
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See footnotes at end of table, p. 149, 
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Prices received by farmers, as used in index computations, 1910-14 average, Septem- 
ber 1952, September 1955, September 1958, December 1958, and January 1959, 
United States—Continued 


| 
1910-14 ina Septem- Septem- | Decem- | January 
ormmen ber 1952 | ber 1955 | ber 1958 | ber 1958 1959 
price 





| 
Poultry and eggs: Dol. | Dol. Dol. Dol. Dol. Del. 
Chickens, live, per pound 115 . 263 - 232 . 158 . 147 . 167 
Eggs, per dozen . 216 . 487 . 438 . 410 . 363 . 364 
Turkeys, live, per pound. _.-..-----.-- (?) . 332 . 310 . 237 . 233 . 239 
Wool: per pound .178 . 523 . 416 . 369 . 361 . 357 


1 Louisiana. 

2 Ipod not available. Commodity not in the index at the indicated date. 

3 Loose. 

4 The price used in current index computations represents types 11-55 combined. In any month the price 
for a given type (types 11-37) represents the average price received for current sales if the type is being sold, 
or the season average for the crop most recently marketed if it is not being sold during the month. Season 
averages are used for all cigar-type tobaccos (types 41-55) each month. These prices for individual types 
are weighted by estimated production to compute the tobacco price used each month in the index. 

5 In the 1910-14 base period citrus prices represent the average price as sold for all methods of sale. Prices 
for the dates shown September 1952-January 1959 represent equivalent packinghouse door returns for all 
methods of sale. 

6 Included in oranges. 

7 Price for the last month of marketings. 

8 As sold. 

® Prices currently used in the index for vegetables and noncitrus fruits are computed in the following 
manner: For crops marketed seasonally such as cantaloups and watermelons the current market price is 
used during months of active marketing. Prices for the last month of marketings are carried forward each 
month when there is no active marketing until the new crop starts to market. 

For crops sold partly for processing and partly for fresh use the price used for index purposes is computed 
by weighting the current market price for fresh use with the season average price for processing. Weights 
reflect the 5-year average relative importance of quantities sold for each use (fresh or processing). In months 
for which there are no significant sales for fresh use, the price for the last month of marketings of the old crop 
is used in lieu of a current fresh market price. 

Peaches (September 1952-January 1959): Price is on an as sold basis, and is the weighted average of 
monthly fresh market price and season average processing price using latest 5-year average percentage 
weights for fresh market and processing. 

Apples and pears (September 1952-January 1959): Price is the weighted average of monthly fresh market 
price based on equivalent packinghouse door returns for Pacific Coast States and as sold for other States 
and season average processing price using latest 5-year average percentage weights for fresh and processing. 

For green peas for which only processing prices and quantities are used the price in any month represents 
the season average price for the current marketing year. 

Change in commodity coverage, 1959 revision: Green peas for processing and asparagus were added. No 
commodities were dropped. 

General note on price series used in the index of prices received by farmers: Over the period covered by the 
index there have been changes with regard to producers’ practices of packing products for sale, the position 
at which sales are made, and the relative importance of sales for fresh and processing use. Also, throughout 
the period since 1910 there has been a gradual improvement in both quantity and quality of data available 
for preparing estimates of prices received by farmers. As changed marketing conditions and availability 
of data indicated the need for changing the basis of commodity price series such new or revised series have 
been incorporated into the index and the necessary adjustments made so that the new series did not change 
the level of the index at the date the new or revised price series was introduced. 


1959 REVISION OF THE INDEX OF PRICES RECEIVED BY FARMERS 


First step: Basic data on quantity sold and income from sale of farm products 

The basic data for determining the weighting pattern for the index of prices 
received by farmers consists in the official estimates of production, marketing, 
and sales of farm products which result from the regular data collecting procedures 
of the Department. In this respect, the situation is different than for the parity 
index, in which case, although price data are collected currently, quantity data, 
particularly for living expenditures, are for the most part available only at 
intervals, usually as a result of a special survey. 
Second step: Choosing the weight base period 

In choosing a representative period of marketings and prices for farm products 
no year or average of years is entirely free of all “‘abnormalities.”” It was desirable 
to have the weighting pattern represent current conditions of marketings and 
prices and in this respect the average for the period 1953-57 seemed quite suitable. 
This period included some years in which crop and livestock production was 
curtailed by drought and some years which were very favorable for both crop 
and livestock production. The effect of war-inflated prices was not especially 
important during this period. A further consideration in choosing the 1953-57 
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weight base period was the fact that it centered on 1955—the year for which 
weights were available for the revised index of prices paid by farmers. 
Third step: Selecting commodities to be included in the index 

As a general rule, all commodities were included in the index if suitable price 
and marketing data were available and if the average value of marketings during 
the 5 years 1953-57 represented 1 percent or more of the total value of com- 
modities in the subgroup index. There are 12 such subgroup indexes. As a 
result of this review the revised coverage included 55 commodities representing 
93.1 percent of the total value of marketings in the years 1953-57. In effect 
only two commodities were added—green peas for processing and asparagus. A 
third commodity—tangerines—had formerly been included in combination with 
oranges, but was continued as a separate commodity. 
Fourth step: Computing base aggregates and group indexes 

Using average marketings and prices for the 1953-57 weight base period, base 
aggregates (price X quantity) were computed. Similar aggregates were com- 
puted for each month, using 1953-57 average marketings and current monthly 
prices. The current monthly group aggregate divided by the 5-year average 
aggregate yields the monthly index on the base 1953-57= 100. 

Following, for purposes of illustration, are the price and marketing data for 
the food grains index: 


(1) 2 3) | (4) (5) 


A verage Average Average | Average | Aggregate, 
quantity pric aggregate, price, January 
sold, 1953-57 1953-57 January 1959 
1953-57 1) X (2) 1959 (1) X(4 


Millions Dollars Dollars 
W heat. pean. 2223 913 2.00 1, 826.0 1.71 
Rye , a2. i : 17 1.12 19.0 . 967 
Rice. es ae Hundredweight_ 52 4.93 256. 4 4.85 
Food grains, aggre- ae 2, 101. 4 
gate. 


Ind J 1959 (1953-57 = 100) Peers 87.1 
lex, Januarv 1959 (1953- - = ae 
ndex wnuar} > ‘ 2101.4 : 


The monthly group indexes so computed are combined into an all crops index 
(eight subgroups) and an all livestock and livestock products index (four sub- 
groups) using percentage weights derived from average value of marketings during 
the period 1953-57. Group percentage weights were computed using income 
from marketings, including, as appropriate, income from commodities not in- 
cluded in the index. For example, the food grains index includes only wheat, 
rye, and rice but in computing the percentage weight for this subgroup index the 
income from buckwheat was added to that of the three commodities included in 
the index. A similar procedure, as appropriate, was used for each of the sub- 
groups. These weights were used to combine the several crop subgroup indexes 
into an all crops index on the base 1953-57=100. A similar procedure was 
used to compute the livestock and livestock products and the all commodity index. 
Fifth step: Linking the revised series to the previous index 

Since the end of World War II there have been substantial shifts in the relative 
importance of several commodities sold by farmers. In recent years soybeans 
and grain sorghums have made sharp gains over their position in the 1940’s and 
earlier years. On the other hand sales of butterfat in cream and milk retailed 
by farmers directly to consumers have shown a marked decline. During the 
same period marketings of broilers increased sharply while sales of farm chickens 
decreased. The weights based on marketings for the 1937-41 period provided 
a reasonable basis of weighting through the 1940’s but weights based on average 
marketings for the period 1953-57 provide more accurate weights for the period 
beginning early in the 1950’s. In view of the decision to introduce the revised 
weights into the parity index as of September 1952 a similar procedure was fol- 
lowed for the index of prices received by farmers, since they are companion 
indexes. Although the shifts in the relative importance of the several com- 
modities in the index are a continuing process the date of September 1952 repre- 
sents a fair approximation of the date at which time the revised weights would 
more nearly represent current conditions. Accordingly the revised index (1953-57 
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base) was converted to the 1910-14 base and linked to the existing index as of 
September 1952. 

Change in the procedure for computing indexes for fruit and commercial 
vegetables. In the index as computed prior to the January 1959 revision for 
commercial vegetables and for the noncitrus fruits quantity weights and prices 
represented only that portion sold for fresh market. However, in computing the 
percentage weights for combining these indexes into the all crops index the value 
of all sales (fresh and processing) was included. In the revised index quantity 
weights represent total marketings (fresh and processing). Monthly prices repre- 
sent a weighted average computed by applying the 5-vear average percent sold 
fresh to the current fresh market price and the comparable 5-vear average percent 
sold for processing applied to the current season average price for sales for proc- 
essing. This procedure provides a means of reflecting both the fresh and 
processing portions of these crops and by so doing reduces the seasonal variation 
in these indexes. 

Effect of the revision: The revised weights (1953-57), as compared with 
1937-41, give relatively greater importance to the crops index and correspondingly 
decreased importance to the livestock and livestock products index. The effect 
of this change is that with the crops index declining at a relatively greater rate 
than the livestock and produets index since the September 1952 link date, and 
with the increased weight given the crops index, the all eommodities index on 
the revised basis was 0.8 of 1 percent below the unrevised index as of December 
1958. These revisions had the effect of reducing the 1949-58 10-year average 
index of prices received by farmers as adjusted to include an allowance for un- 
redeemed loans and other supplemental payments, from 258 to 256. This had 
the effect of increasing adjusted base prices 0.8 of 1 percent as of January 1959, 


1959 REVISION OF THE PARITY INDEX 


First step: Basic data on farm expenditures for living and production 

Most of the basic data for this revision were secured from two nationwide 
surveys. The first was a survey of household food consumption made in the 
spring of 1955 by the Agricultural Research Service and the Agricultural Market- 
ing Service. The second was a survey of farm expenditures in 1955 conducted by 


the Agricultural Marketing Service with the cooperation of the Bureau of the 
Census in early 1956. 

Both surveys used a probability sample design, and both were carried out by 
personal enumeration. For the farm expenditure survey, the sample was stratified 
by geographic areas and by economic ciass of farm. The farmers to be interviewed 
were designated by a stratified probability design, making use of the 1954 Census 
of Agriculture as a means of increasing the statistical efficiency of the sample and 
of securing the greatest possible accuracy for the funds available for the survey. 

Because of the detailed nature of the information needed it was considered 
impracticable to include all items on a single questionnaire. Questions on pro- 
duction expenses were therefore put on one questionnaire and questions on living 
expenses were put on another. Farmers were designated on a random basis in 
each enumeration area for each questionnaire. For multiple unit operators in the 
South a randomly selected sample of heads of operations were enumerated. 
Multiple unit operators were designated, again on a random basis on the list sent 
to field personnel. The interviewers were instructed to list all units of the 
designated multiple unit and to fill in schedules for a subsample of subunits, 
objectively chosen, not counting the home farm as a subunit. 

As a result of the fieldwork, interviewers secured a total of 10,560 usable reports 
of which 6,715 covered production expenditures and 3,845 covered family living 
expenses. 

The data for geographic and economic class of farm strata were expanded to 
totals by factors based on the sample design, and were presented in two publica- 
tions, one entitled ‘‘Farmers’ Expenditures for Farm Living and Production,” 
and the other “Farmers’ Expenditures by Regions,” issued jointly by the Depart- 
ment of Agriculture and the Department of Commerce. 

The food consumption survey was also a stratified probability sample, and 
covered both urban and rural households. The number of participating rural 
farm households was 2,006. The results of this survey were published in a series 
of reports on the “Household Food Consumption Survey, 1955.” 

Data from these surveys were supplemented by the official data of the Agri- 
cultural Marketing Service, particularly in the case of feeder livestock and by data 
on taxes on farm real estate and interest on farm mortgage indebtedness prepared 
by the Agricultural Research Service. 





Second step: Assignment of expenditures to index categories 

The expenditures by commodities or commodity groups as developed by the 
surveys were assigned to the commodity groups used in the index. For family 
living expenditures, these commodity groups are food (including tobacco), 
clothing, autos and auto supplies, household operations, household furnishings, 
and building materials for house. 

There were a number of items that properly belong to the living-expenditure 
eategory for which we do not have price series nor index categories. The more 
important of these are medical care, $1,044 million or 7.4 percent of all living 
expenditures; recreation $328 million or 2.1 percent; cash gifts and contributions, 
$523 million or 2.1 percent; and personal insurance $409 million or 2.6 percent. 
These, together with a number of smaller miscellaneous living expenses amount 
to about 18 percent of all expenditures classed as incurred as part of the family 
living. The importance of these has been spread over the available six index 
subgroups 1n living, so that these expenditures are included in the total weighting 
pattern. 

For production, the commodity groups are feed, feeder and stocker livestock, 
motor supplies, motor vehicles, farm machinery, building and fencing materials, 
fertilizer and lime, farm supplies, and seed. 

In the case of the production expenditure category, machine hire and customs 
work in the amount of $567 million or 2.8 percent of all production expenditures; 
marketing expenses for crops and livestock of $509 million or 2.5 percent; cash 
rent and irrigation of $514 million, or 2.6 percent, and insurance of $155 million, 
fall outside of existing groups. These, together with other miscellaneous items 
amount to 15 percent of total production expenditures. These items could not be 
imputed to any existing price series but were included in developing the percentage 
weights for the production category. 


Third step: Imputation to price series 

With expenditure items classified by major groups, the next step consisted of 
a detailed matching of expenditures, item by item, with the price series which 
are available. There are many more items reported in the expenditure survey 
than there are available price series. It was, therefore, necessary to impute to 
the series available the importance attaching to like items for which no data 
were available. For example, a price series is available for prices paid by farmers 


for white granulated sugar, but not for powdered or brown sugar. Since these 
all have a similar origin, quantity weights for white granulated sugar were ex- 
panded so as to reflect also purchases of powdered and brown. A price series is 
available for white bread, but not for whole wheat and other bread, rolls, biscuits, 
cakes, pies, etc. Consequently, since all are derived from flour and other gen- 
erally similar ingredients, the expenditures for them were imputed to the price 
series for white bread. This process continued throughout all index groups. 

In the case of feeder livestock the estimates of expenditures carried in the 
Agricultural Marketing Service series were used rather than the results of the 
survey, to bring these data into agreement, conceptually, with existing series. 
Annual] Agricultural Marketing Service expenditure estimates do not include 
purchases from other farmers in the same State. The survey data included such 
sales. It was desired to keep the expenditure data on the same level as the 
income data. This is the same manner in which feeder livestock had previously 
been carried in the parity index. 

Similarly, excellent series of information are available from the Agricult ural 
Research Service on taxes pavable on farm real estate, and interest payable on 
farm real estate mortgages. These series cover total payments by farm operators 
and landlords and conform to the actual language defining what shall be included 
in the parity calculations. Accordingly, these estimates rather than those of 
the survey were used. 

This general allocation resulted in the determination that 39.50 percent of the 
average farmer’s expenditures in 1955 were made for living purposes, that 50.90 
percent were expended for production, and 2.04 percent, 0.96 percent, and 6.60 
percent, respectively for payment of taxes on farm real estate, interest on farm real 
estate mortgages, and cash wage rates, items which legislation identifies for inelu- 
sion in the index. 

This represents a reduced proportion of total expenditures for living purposes, 
for payments of taxes, interest, and wage rates from the situation in 1937-41. 
But this does not mean a lower level of total expenditures; rather a change in the 
relative proportions, and it is these relative proportions which are used to weight 
the separate commodity group index into the combined index of prices paid, in- 
cluding interest, taxes, and wage rates. 
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In this process, it was necessary to decide whether all items for which price series 
were available should be included or whether funds available for collecting such 
data would not better be concentrated on the more important items. Based upon 
some analyses made in connection with the 1950 index revision the general rule 
was adopted that items contributing less than one-half of 1 percent of the total 
expenditure of their group would not be included in the index because their in- 
fluence was trivial. Only in a few special cases were items below one-half of 1 
percent included. Items contributing more than one-half of 1 percent were in- 
cluded to the extent that price series are available. The object has been to include 
in the index the items which are most important in farmers’ expenditures so that 
the index may represent as accurately as possible the price trends for the items 
currently being bought by farmers. 

As a result of this review, 71 items of small importance were dropped, and 136 
items more important in the 1955 purchasing pattern of farmers were added. 
This gives a total of 435 commodities in the revised index as of September 1958 
as against 370 in the older one. Of the 435 index items, the weight for 46 is 
divided among more than one commodity group, making a net of 389 separate 
commodities in the index, 

Not all the price series available in 1955 extend all the way back to 1952, and 
some price series are available in subsequent years that were not available in 
1955. In such eases the weight for such items is imputed to series that are avail- 
able, linking in the change in such a manner that the substitution does not affect 
the index at the time of linking, but only as its price changes thereafter. Similarly 
new items are linked into the index by splitting out weights previously imputed to 
similar commodities. 

The most important single addition to the index was used car and truck prices. 
Heretofore, only new car prices have been included. The survey showed, how- 
ever, that in 1955 about 33 percent of farmers’ expenditures for autos and trucks 
were spent for used vehicles. It appeared proper to include used vehicle prices 
henceforward. 

Quantity weights for individual commodities were obtained by dividing the 
expenditure for each commodity, including imputed expenditures, by the average 
price of the commodity in 1955. This quantity then provides the multiplier or 
weight for the price each month, quarter, etc., in computing the index. 


Fourth step: Computing price-quantity aggregates and indexes 


The next major step in constructing the index consisted in carrying forward the 
computations for each pricing period, multiplying the quantity weights by the 
current prices, summing these price quantity aggregates for each of the index 
groups and constructing indexes on the basis of 1955= 100 for each of these groups. 
These indexes were then combined, using the percentage weights for each group 
index, into the index of prices paid, interest, taxes, and wage rates on the base of 
1955=100. This index then represents the best measure of price change over the 
period to be covered by the 1955 weights. 

Fifth step: Linking to the previous index 

The final step consisted in determining the date at which the new weights 
would be given effect in the index. In reviewing this situation it is clear that 
from the midthirties until about 1952 the trend in prices of the two major com- 
ponents of the parity index—prices paid by farmers for items bought for living 
purposes and prices paid for items bought for production purposes—moved gen- 
erally together. However, beginning in 1952, the prices paid for production items 
tended sharply downward largely as a result of lower prices for feeder livestock 
and feed. The production component has remained below the living component 
ever since, although both have tended to move upward in recent months. The 
living component on the other hand remained at about the 1952 level or higher. 
It seems clear therefore that the expenditures reflected by the 1955 survey repre- 
sented conditions since about 1952 much better than they represent conditions 
prior to that time. Similarly, it seems clear that continuation of the prewar 
weights was not justified beyond 1952; therefore, the new weights were given effect 
in 1952. Accordingly, the new indexes were linked and thereby converted to the 
1910-14 base in September 1952. 

Effect of revision 

This revision retains the general structure of the index that was established in 
the 1950 revision, including the same general groupings and the same general 
pattern of construction. The information available on the expenditure patterns 
from the 1955 survey are considerably improved over that available previous 
thereto, with more representative and broader geographical representation. The 
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total number of commodities has been somewhat expanded and the item coverage 
materially improved over that which has prevailed heretofore. 

At the time the 1950 index was revised the Congress had directed that allowance 
be made for cash wage rates. This addition was effective in canceling a downward 
effect which the revision per se had upon the parity index. Thus the component 
for prices paid, interest, and taxes of the revised parity index as published in 
January 1950 was about 24% percent lower than the index computed prior thereto. 
The addition of wages, however, served to cancel this so that the net effect of 
the revision including the addition of wage rates and the revision of the prices 
revised index was to raise parity prices about 4 percent. 

In the current revision the effect has also been downward. As of January 1959 
the net effect of the changes has been to reduce the 10-year average of the prices 
received index just under 1 percent which has an upward effect on parity prices; 
and to reduce the index of prices paid interest, taxes, and wage rates by nearly 
4.2 percent so that the over-all effect is to drop parity prices about 3.41 percent. 


(The following was referred to on p. 115.) 


Farm EXPENDITURE SURVEY 








1955 FARM EXPENDITURE SURVEY 


Counties in Which Sample Farms Were Enumerated, US.,/956° 
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Farm expenditure survey: Number of usable questionnaires enumerated by counties, 

















1955 
| i 
Questionnaires | | Questionnaires 
State and county ES a State and county Pe ee 
| | 
a | 2 A B 

Maine Indiana—Continued 
Penobscot. - -- con 18 | 11 Hancock a=] 20 13 
Tike. 20 nee 14 | 17 Washington 2 19 15 

— —|——— SE iisikcinetasiamsas dl 20 | 7 
Total 32 | 28 |-— ~-|-- 
New Hampshire: Hillsboro 22 13 Total aaahae 162 | 90 
Vermont: Lamoille : 32 | 28 2: = 
Illinois: 

Massachusetts: | BI ic iscs acs csrcam Kimermaianioeh 25 | 10 
Hampden. -------. | 14 | 9 ee eee 26 12 
RO to a6s as EROS 24 11 Vermilion 5 plaice ee aan 27 | 12 

|—_——__|—__—— Mercer sickcauaeolabcgsenedl 24 | 13 

Total : 38 20 Hancock sanisinatemaddeunc | 22 13 
nnecticut: Middlesex 22 10 Morgan S ebadneaeee 21 | 10 
= = |] DEIN tans etapa 19 | 13 

New York: 4 NI oe eae ie 18 | il 
Erie pieetehonuiudaseaaee 29 | 17 PII ited Kita outing . 
Livingston 17 |} POOG...<cs~s mieineiinn is 18 1s 
Alleghany 10 || OP GP yo da cieticeoon 28 13 
Tioga 12 EE an a 28 | 14 
Cortland ae 16 || - |.——- 
Delaware 17 Agi cel ose 256 | 134 
Washington os 0) —————} = 
Lewis : 35 | 17 || Michigan: 

Suffolk _ .- . | 40 11 Alcona. --.-... |} | 
— — Oscoda. ...-.- 20 | 15 

Total_.... s 253 137 Crawford_-- pune { | 
= — Meocosta...........- cae 25 16 

New Jersey: Sanilac. -.....- a ; 24 | 13 
Hunterdon al 38 | 18 Newaygo._____.-- j 25 | 16 
Cumberland 5 aad 34 18 | Monroe. _.- ; 26 | 14 

- -|———— } Es it na censandckaeaa 20 13 
GUMS esse oscdcacencenset 72 | 36 || —_—___|__—__— 
—|——— || ONE sc ccndackkaven bates 140 87 

Pennsylvania: | | 1| aa ee 

Erie..-... pyeaeel 20 | 21 || Wisconsin: 
Butler 26 | 28 || Burnett. ....- ; ops 20 15 
a 7 3 | 7 |i Vernon vam . re 19 14 
Oi 055 -| 7 | 12 || Crawford.......... 22 15 
Cameron ; 2 | 2 || Marathon....____.- a 19 | 13 
Westmoreland ‘ 16 16 Marinette........-- cat 19 | 12 
Fayette. --- 5 8 | 12 Brown moleicbbine pisteoaea 23 | 13 
CRNNO ssc cesses 22 | 16 Dane. wie asse Geach nuiae 20 15 
Carbon =e | 13 | 12 || 6 ee dies 21 14 
Dauphin 16 | 13 icadealaaal 
Lancaster : 56 | 20 TS een on 163 | lll 
Bucks ia coal 29 24 | = 
- —— East North Central. _..- -| 531 
Total : : 202 183 <=————= | 
= Minnesota: 
Delaware: Kent--- ptevnicnien 28 | 12 Clearwater. ......... nal 19 | 6 
Todd----- ease aon 22 | 5 

Maryland: Pope. - peapiaaal =e 22 | 6 
Garrett... ; ee 18 | 11 Traverse See 29 6 
Prince Georges .--.....----| 23 | 13 BRONIES Sones oncmnn 27 7 

= — | Dakota. -- ies | 27 | 5 

Total...... ees 41 | 24 || Mower..........-... 24 | 7 
| = \| lesen | 25 | 5 

Northeast.............. 758 | 491 || Brown | 30 | 5 
“ Kittson. - --- 20 2 

Ohio Le Seur------ sa] 29 8 
Wood ciel ss — 29 | 14 Martin. ...-- | 29 5 
Mercer ia abate 16 10 Mille Lacs. : 17 1 
Pickaway ° -| 17 | ~ Norman....-- sissies | 20 6 
Darke joo EE, 26 | 14 CRU TW cos dootrccnesccl 31 8 
Crawford 27 10 Washbasha..._...__-- | 35 5 
Mahoning aaa 18 | 15 Waseca . | 29 | 6 
Adams ES iil 22 | 19 Yellow Medicine._- ; 34 6 
Jefferson : 2 20 | ee 

-- Thc << ; a 469 | 102 
Total : aoe 178 109 = 252 SSS 
= = Iowa: 

Indiana: | Lyon._. r 26 10 
Sean | 20 ll Carroll. d 23 10 
White ‘ seeuiniell 20 12 Page... . stall 25 12 
Kosciusko___ ranean me 26 10 Kossuth A 25 | 10 
Howard ees 18 9 Chickasaw 5 | 28 14 


Adams ae ea eae 19 | 12 Fayette... 27 15 
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Farm expenditure survey: Number of usable que.tionnaires enumerated by counties, 
1955—-Continued 


Questionnaires 


ite and county 


North Carolina 
Polk 
Rutherford 
Iredell 
Randolph 
Stokes 
Caswell 
Bertie 
Beaufort 
Onslow 
Missouri Burke 
Lafayette... 2 l Varren 
( allaw 1 
Livingst , 5 2 Total 
Cooper 4 5 
Hickory ) : South Caroli 
Perry Darlingtor 
Williamsburg 
Georgetown 


Decatur 


Total 
Nebr isk: 
Rock... ‘ 0 Florid 
Nance = ‘ Hardec¢ 
Dixon d DeSoto 
Hall > ) Highlands 
. Jackson 
Total : . é Charlotte 
Collier 
Kansas Lee 
Smith ) ‘ Hendry 
Marsha ‘ 
Atchinsor 2 Total 
Stanton 
Morton South Atlantic 
Rooks y 1o 
McPherson 2 ‘ Kentucky 
Morris : Calloway 
Johnson 2 Henderso1 
Daviess 
Potal 20% 12: Pike 
Clay 
Garrard 
Madisor 
Henry 
Oldham 
Tazwell : I Hardin 
Montgomery. l 
W ythe q ] Total 
Louisa 4 
Shenandoah 5 lennessee 
Pittsylvania 22 4 Monroe 
Fayette 
Potal < ? Caroll 
Franklin 
West Virginia Fentress 
Wirt Cumberland 
Ritchie Jefferson 
Roane Grainger 
Sullivan 
lota 


Total_- 
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Farm expenditure survey: Number of usable questionnaires enumerated by counties, 


Alat 


State and county 


ama? 
Monroe 
Montgomery 
Fayette ‘ 
Franklin 
Limestone.... 
De Kalb 
Perry 
Cullman 


Total 


ssissippi 


Pike 
Madison 
Neshoba 
Winston 
Montgomery 
Bolivar 
Quitman 
Itawamba 


Total 


ist South Central 


Conwa 
Fulton 
Jefferson 
LA 
Mississippi 


\ 


ildwell 
ast Feliciana 
vangeline 


ivingston 


{ 

E 
F 
I 
I 


tichmond 


Total 


lahoma: 


Bryan 
Jackson 
Pittsburg 
Pontotoe 


Garfield 


Total 


Bell 
Collin 
Frath 
Harrison 
Hidalgo 
Jack 
Kent 
Dickens 
Lamar 
Lavaca. ... 
Mason 
Morris 
Navarro 
Seurry 
Shelby 


1955—Continued 


Questionnaires 
State and county 


A B 


Texas—Continued 
Trinity 
Wharton 
Castro 


Total 


West South Central 


Montana: 
Dawson__ 
Blaine 
Powder River 
Big Horn 
Cascade 
Gallatin 


Total 


Shoshone 
Kootenai 
Clarke 
Lemhi 
Clearwate1 
Nez Perce 
Gem 
Canyon 
rwin Falls 
Oneida 
Butte 
Bingar 


Jetferson 


rado 
Park 
Douglas 
Teller 
Larimer 
Weld 
Sedgwick 
Kit Carson 
Arapaho 
Crowley 
()tero ? 
Delta 

La Plata 
Moffat 


Ariz na: 

Cochise ‘ 
Hidalgo (N. Mex.) 
Pinal 

Maricopa 

Yuma 


ws 
mI WwwWrmwd 


Total 


ws 


me 


Questionnaires 


B 
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Farm expenditure survey: Number of usable questionnaires enumerated by counties, 
1955—Continued 
a . 
Questionnaires || 
State and county 


B a B 


Utah Oregon—Continued 


Toock...-_- 
White Pine 
San Pete 


Salt Lake. E 
Total 


Nevada: 
Storey 
Ormsby 
Douglas 
Lyon 


Total 


Mountain. __. 
Washington 
Lewis_ 
RI ccna 
W hatcom. 
Chelan 
Stevens 
Grant 
Walla Walla 
Yakima 


Total 


ron: 
rillamook 

\ SCO « - 
Washington. 
Lake — 
Josephine. 


Lane 
Marion 
Clackamas 


Total_- 


California: 


Butte : 
Mendocino. - 
Sonoma . 
Santa Clara _- 
Contra Costa 
Monterey 
Merced _. 
Stanislaus 
San Joaquin 
Fresno 
Kings _ - 
Tulare 

Kern 

Los Angeles 
San Bernardino 
Orange 

San Diego 
Riverside 
Alpine 
Calaveras 
Amador 

Yolo 


Total 
Pacific 


U.S. total 


(The following was referred to on p. 119:) 


Prices Paip, InrerEsT, TAXES, AND WAGE RATES 


Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958 


Group and commodity 


Family living 


Food and tobacco 
Meat and fish... 
Round steak 
Hamburger 
Chuck roast 
Frying chicken 
Bologna. .__-_- 
Frankfurters 
Bacon, sliced 
Ham, whole 
Pork chops. 
Pork sausage 
Frozen haddock 
Salmon, pink 
Fats 

Lard 


Vegetable shortening __- 


Margarine - . 


{In percent] 


Relative importance 


Old index 1950 revision | 1959 revision 
3. 20 
. 50 

3. 90) 

28 


.33 





=e ow 


eet ey ES - wT ww 


eee Oe ee 


a] 
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Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958—Continued 


[In percent] 


Relative importance 


Group and commodity 


| 


Old index 1950 revision | 


1959 revision 





Family living—Continued 
Food and tobacco—Continued 
Dairy products and eggs 
ee eee | 
ESN cn co cccneadsddnbesusneaesesaadt Ba cite 
Butter 
Cheese, American 
Ice cream 


Ce ‘real and bakery products 


Baking powder 
Cake mix 
I ta ca a lg irae Palciaaa ne b geietsiow 
Bread, white 
Cornmeal » 
Re NI. < w:ccrurarsnccah ahr calsieeih sel aesisial es Siem idk aes Mand ch aotearoa | 
RNIN si iciphndsnntamnmahed ih einnie we dame niet " 
De Gcccnnancucdevedeeseenduewtine ‘ald acts tain nition lacie | 

Vegetables. 
RIE, CATING... cniddnconaceanes jnkinetthtonenmecwanl randicetisaiai wanes | 


Beans, dry---.. 
Potatoes, white_- 


Lettuce.......- “ 
ENE i cn ndtinannninantnahitninawbknneadadt I cnceslalbdhactgiapivataleien 
Oateup... .....--------00-00ensi-sss acini ck dpebtahae a 


BO aes unes 

Bananas__-....--- 

Lemons... 

Oranges- - sativa et i eee aaa 
ROI ARSRNL 0 8 
Pineapple, canned 


. 42 


Oa ichts cnc dicibdn ces wed seearddenssccanicnnsn 
Sugar--- 
— table_._-- 
Candy,-nonchocolate 
Beverages____.- 
Coffee, ground 
Coffee, instant 
Tea 


Tobacco. ...--- 
Smoking tobacco 
Cigarettes 


Clothing... 


Men’s clothing-._- ‘ 
Oo! a 
Shirts, cotton, work.___...--- q 
Undershirts, sleeveless__-_-_-----_- 
Shorts_ _ 

Union suits, heavy, cotton... 

Gloves, canvas . 

Socks, cotton. ss 

Trousers, cotton. _-_--- : 

Shirts, broadcloth 

Jackets, wool. - -- 

Suits, wool__-- 

Trousers, extra, woolen. 

Overcoats. a 

Hats, felt oi ie 
Jackets, leather. ._.._- as 
Shoes, work..........- eke 
Boots, rubber, knee- length... uae 
Shoes, dress. actebewaae 
Overshoes, with buckles. ...-_____- 
Overshoes, no buckles- - ..----- 


1 Item dropped; represented only 0.4 percent of food and tobacco total in 1955, 


33913—59—pt. 1——11 


. 42) | 
25 
.13 | 
- 59 | 


(2.12)} (1. 98) 


| 
} 
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Prices paid, interest, tares, and wage rates: Item coverage anc relative importance 
of each commodity and service, June 15, 1958—Continued 


{In percent] 


Relative importance 
Group and commodity 


Old index 1950 revision | 1959 revision 


Clothing—Continued 
NE IE cic ntanis nce dn ccnedls pinacibealarinint Satan Gememe (. 90) 
Oversis, weilst..............-. appease Senne . 38 
Suits, wool__..-_.- = c 15 
Sweaters, wool.........---- . ian caiceill ll 
Shoes. Ses cide ete racatamsai auaciert tata | . 26 
OS ee ee ee ee aa ; (3. 49) 
Dresses, house, percale_...---.---- ‘ . 25 
Dresses, street, cottom....._.-- Ss it See ea ad ea 39 
Nightgowns, cotton 13 
Hose, cotton. ----- hole totbead aegmuauneney | .09 | 
Hose, nylon oat ll 
Hats, straw .04 
Coats: | 
Lightweight 
Fur trim_... 
All wool, heavy i 
ea eie nin dens onnddaink bb bua ukcaleaue 
Hats, felt. _. 
Dresses, rayon 
Premises Or DOR... 6.nencnccnun ’ 
Slins, rayon........... 
Slips, nylon 
Shoes_ 
Girls’ clothing 
Dresses, wash 
Coats, heavy, wool 
ee 
Nr Sk fal di wiiba heane water 
Percale 
Gingham. -_-_ 
Muslin, unbleached 








Household operation 


Coal, soft, prepared sizes 
Coal, soft, run-of-mine 
PE ss ok ee camnnatindaiauedioneudnadendenmn 
Furnace oil 
Kerosene 
Gasoline, filling station 
Wood 
Ns itn eins de ib nhs a tnbeendbaeddheowesoenn 
Services 
NN cscs sa atic unssnsca ep ben inven ieabaseedvass cehnakcene 
Telephone 
Newspapers 
Magazines 
Laundry items 
Starch, laundry 
Sen URI oe eo co enn nea cnnuseasusaee 
eee Neo Cl caedameanunwek ena 
College tuition 
I I aa hc wie oinmaniae 
I ae en es ee maneeeheaee 











EN nT odo aaabinbenmbenbioal 


LS a, ean nena ae eae | 
Floor lamps 
Radios, table model 
Radio phonograph, console 
TV receiver, 17-inch- 
TV receiver, 21-inch 
Refrigerators 
8-foot _ __ 
10-foot 
11-foot 
Homefreezers: 
12-foot _ 
14-foot 
16-foot 
18-foot 
Washing machines, wringer type-- 
Washing machines, automatic 
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Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958—Continued 


[In percent] 


Relative importance 
Group and commodity 


Old index 1950 revision | 1959 revision 


Household furnishings—Continued 
Electrical appliances—Continued 
Sewing machines 
Vacuum cleaners 
Irons 
Stoves 
Toasters, pop-up 
Household equipment 
Stoves, gas 
Stoves, wood or coal 
Kitchen cabinets 
Dinner plates 
Water glasses 
Brooms 
Fruit jars 
Bedding and furniture-_. 
Mattresses: 
Innerspring 
All-felted, cotton 
Bedsprings 
Bedsteads 
Bedroom suites 
Living-room suites 
Dining room suites_.....__-- 
Occasional chairs_-_._...__- 
Dinette sets..... 
MONS. ccc eeniecaccs sewn 
Axminster _- 
Felt base Sia 
Household textiles 
Sheets: 
Pe cileiddhacknkenceagheexnamedeneabas 
RN cae ee ee ea ak an) TY ‘ 
DOE WOOL... ociicnse none 
Blankets, cotton 
I a a ed 
Toweling, cotton ‘ 
Ns: SURI i vn cn eckebbicwetc 
Curtains, kitchen. 
Toweling, part linen 











Building materials, house 





Lumber (including wood shingles) 


L) Framing 2 inches x 4 inches 
5 Pine, No. 2 and better 

5 Pine, under No. 2 

7 Fir, No. 2 and better 

2 Fir, under No. 2 

3) Boards 1 inch random width 
d Rough, No. 2 and better 
Rough, under No. 2 


Dressed, No. 2 and better 
Dressed, under No. 2 
T. & G. roofers, No. 2 and better 
Shiplap, pine 
No. 2 and better 
i 2 ee 
Drop siding, pattern 105-106 
Pine, C and better 
Pine, under C 
Fir, C and better 
Fir, under C 
Bevel siding, weather board 
Pine, C and better 
Pine, under C 


~ 





| ~ 








3 Cedar, clear 
$ Cedar, B 
5 Flooring 
Yellow pine, B and better 
7 Yellow pine, under B......--- 3 
5 Fir, B and better | 
: ir A aa i scajeleiriektdeahcatec | 
( 





es) 
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Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958—Continued 





{In percent] 
iii 
Relative importance 


——— ——— eS "t 











Group and commodity 






Old index | 1950 revision | 1959 revision 








ESE on —— _ 













































Building materials, house—Continued | 
Composition material (including plywood) ___._- gre | (. 16)! (. 21) (. 63) 
Asphalt shingles, M.S. 3 in 1____- pine en cieere i ogee 10 | . 2 
Ie OR es ee . 02 05 
Asbestos siding shingles_____ | | 04 
Gypsum board ; é | “16 “a7| - 
Insulating board__ : 02 “16 
Plywood, interior. 06 
Millwork. -__..- 7 (. 49) (. 13)| (. 55) 
Doors, interior: 
2 panel fir __- .10 . 0% ‘ 
Flush hollowcore | 06 a os 
House windows, check rail units | . 33 .10 . 26 
Kitchen cabinets____ . 
Masonry--.- (. 53) (. 12)} (. 44) 
Brick, common ; -41 . 03 | 10 
Brick, face__ ‘3 04 
Concrete blocks__- 01 .12 
Portland cement-.____- < = 12 . 08 18 
Paint and oil - | (. 73) (. 31)| (. 43) 
House paint, ready mix * ae ote . 29 22 
Interior wall paint 21 
Linseed oil_- ; y a ‘ 
Iron and steel-_- | (. 16) (. 10) (. 18) 
Nails, eightpenny common | 08 . 04 .10 
Screen wire, 16 mesh, 30-inch width cS et as . 02 . 02 
Galvanized steel roofing, 28-29 gage _- aoe . 04 . 06 
Plumbing : fa C91 (. 48) 
Galvanized iron pipe 14 inches | .10 
Galvanized iron pipe 4% inch aoe j 05 
Kitchen sink, single, without fixtures .10 
Bathtub, 5-foot enamel cast iron__. | 10 
Toilet, water, china.__ 5 — oie . 06 
Mixing faucet, sink, chrome plate ae ibakeal 07 
Electric cable, indoor, 2-wire, nonmetal sheath 
Autos and auto supplies. ---..2..-...-.- Peepctneesbac choses 
AutoS ..-.--------------+-------~-+------------------ ~-----| 
New: 
RINE cect seas 3 wwtied a 
Speer 3.25 c5Ue8s. -astoevkiekoseebavheks bon me 






RIOR pions wa Sor an etsdeeeswenecensabasescscce- Peeiudeeaite 














New 4¢-ton pickup trucks..-.._.- ibesiecetesbanancewnal ronbecied wo ce~|se-2---oesnnne : ai 
Used }4-ton pickup trucks...-..........--.......__- el oneal ib Jeeevedes onkl 10 
ioe ba ogee occ reid client ia sgreniciialndnniemsiseciss alse Senses | . 80 1. 88 1. 69 
REE Ws Bilesancantmecdveenwnsess Sapna eens -18 21 14 
Ba I I OO oa Sass wana: Oh maicicinchceissivinianacinasiaaasiee! | . 25 } - 29 | . 33 
SEN th wi akn cass iileedscacen suk bamanuecuibiccnweel heaseaewes -| POD Gavecncnsdenes 


Storage batteries: 














NINN ohne Bn a cab See erate be ead i 
Motor tuneup: Ford, Chevrolet, Plymouth ...........-___}]__.--- ej ceca eel 4 
ADUMOSES, POTIMSNENL... .... ....02-5..5-.-- a. | eet. 

















NN iat Sik sc cad wcneaiblestlinisiesnmenmnianiens x Baivesn 1850 £8 
Feed ..-..----------------------------------------- ae 6.20 | 8.20 | 11.51 
Hay, oneita _............ patee leet ean _89 41 | 67 
a ice cliadsiaes = 4 .39 0 





ee AAT bed aes oh 124:. ae 
Grain sorghum Sih aed es arcrnac capa ws clawinnceccaasAesdaniss accede SB ac a ans iil cc aera | a 













Cottonseed meal -______..._- Skates 7 . 78 SPN Bas caiman 
Cottonseed meal, 44 percent protein__-___ : Dericeuc sch nedheckesaes ay 13 
Soybean meal --.___--- Saami : : ; 7 woes 
Soybean meal, 41 percent protein - ‘ $e ncccecinel SUL oeles Fees . 36 
Linseed meal.__...--.-- peeeeiennpacan tums os AMP Sovchtei sd: oliesscatocasae 
Meat scrap... ......-- pekinese salient eae 14 | . 08 inci 
po lina Epicelchlial atti catndbsapercccighh icici | Wt iccthieweakeee 
Sk sie tiedulithe nq an pyre aenianivate nnaumntuinen miss one 70 03 | . 09 
Middlings.- ._-_-- : . ain sbestiinnchintpd aunt SW 31 | . 09 






PE ad Gaba combos Ghnckneenen sees a taste i ies wee id sta stip ae niece ol SOT Sivcacceinteetic 
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Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958—Continued 


{In percent] 


Relative importance 
Group and commodity 


] 
| Old index 1950 revision | 1959 revision 
} 


Farm production—Continued 
Feed— Continued 

Cornmeal! 
Corn gluten. 
Turkey growing mash. 
Hominy feed. __....-.----- nee es 
Scratch grain... ......- K6eSERRAdSeKehdse net eviabeseueebladvacasnecasdl 
Laying mash 
Chick starter mash - 
Broiler growing mash 





Mixed dairy, 24 percent protein..............-....---- lsguavaategead a 
Mixed dairy, over 29 percent protein ..--- Lessthccaumine Bofa Sin laws , 
BROOK GONE gies ctwecnskdcascdccccensea cheWeesnesen’ asal 

Mixed hog feed, 14 to 18 percent protein. - ---- 
Mixed hog feed, over 20 percent protein -—_------ 
Beef cattle concentrate, 30 percent protein 


SI COAG pncniaocede ue dewkemen chithiththwessenveee ga 


Feeders and stockers - -_- 
Cattle and calves_ - 
Lambs... .- 
Hogs sadn 

Dairy cattle... -_- 

Baby chicks. -_-_- 

Turkey poults.-.-- 





Motor supplies 
Gasoline (1. 13)| 
Filling station 
Tank truck 
Kerosene dated tens 
Tractor fuel, diesel.......-- 
Oil, motor. 
Grease_- 
Tires eee 
Auto_... diwwle 
Truck, 8-ply_. nae 
Truck, 10-ply_----- 
"TYeCtor...... 
Inner tubes -- 
Batteries. __- 
45-plate 
WEDS ci ceuscenseka 
Spark plugs....._-- 
Antifreeze__._.__- 
Motor tuneup- .- --_- 
Lubrication. __- 


Motor vehicles_.._- 


New automobiles, 4-door sedan . od (1. 63) | (1. 00) 


6-cylinder ... 
&-cylinder ____- 
Used automobiles -- 
New trucks._. 
2-ton _..- ‘ 
4g-ton pickup. -- 
Used trucks .......- 
144- to 2-ton __- 
16-ton pickup 
Tractor nae hd iseinna dune gee at hs 
Wheel, under 20 belt horsepower -.--- 
Wheel, 20-29 belt horsepower 
Wheel, 30-39 belt horsepower ee 
Crawler, under 25 drawbar horsepower _... 
Crawler, 25-34.9 drawbar horsepower 
Crawler, 35, 49.9 drawbar horsepower ............- } 
Equipment and supplies 3 


. 68 19 
81 
. 52 
. 70) 
cae 


. 53 








includes all ply of truck tires. 
Includes both motor supplies and farm supplies in old index. 
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Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 


of each commodity and service, June 15, 1958—Continued 


[In percent] 


Group and commodity 











Relative importance 





Old index | 1950 revision 1 1959 revision 
— 





























Farm production—Continued 
I es ea 5. 20 4.5 5. 58 
PAN, TUE ORR a vec ccecnceunccuspesnnnascss 28 .37 . 20 
I omnia hiimel debicinekeneae . 08 .10 
Plows, tractor, 2-disk............. Leesan kee cca De a al ae eee . 06 
SRR let oc cna Ln eaaaekabehbesenasscolabeeresRanbocs |. naa anne - 04 
I I a adianiee dl coke nengadecks . 08 . 05 
Disk harrows, tandem, 6-foot................------- SE i ie ee oe ea 09 
ne en ORI NN ee ecaipsel abeaeedke tends ticnds eee .07 
STs, (OPGOOL.... occ cpatnorsunkuenasecel Catek senesenbalecscuabsonadee -10 
IT aN ne i eeeemuel 22 WE Nakibincnaane 
I EN I os nea neewel nubbcepeens ebeaeenecemuanee . 04 
Spiketooth harrows, 1-section..............-.-..-.-.-- Py . 06 13 
Springtooth harrows, 2-section...............-..--.-.. a a aaa .07 
Un SRN i pacwpensune 41 .35 yh 
I ns 5 sic cassia iae bk ae ce aaa - 05 
Manure spreader, 70-bushel, traction .................-]....--..-....- Se ae gf Gee . 04 
ne ner, RI, COUNREON  . c.g. eccecneslesnncussecoscaleananesasasdan - 05 
De nD, CEE SOD on .. ..  uiccnwansebullcseunsuTieut web eliuedkesene . 08 
EE NE a oe ak cece eebeanienaesl Saeeeamkkhapee . 04 
I i  omsnenael 38 De dinewdsntouune 
I I ee ns nen cutenenee cekankoeneiond aeasecesdontes . 09 
OS ee en eee 19 11 .14 
Se I I i as id cnn dace aes Sab edb ebesusndvenentetusual: . 05 
Planters, corn and cotton, 2-row.....--.-------------- SRD cs ak ineion ns ne aa alah tasecsee 
CAEUEE: CREEER, COP EMRINOT, BEND 5. ccc neccecccusecsceses 30 . 28 12 
ee OS ne apie eel aeuawess cakes 12 11 
NCI ecw anapccaeacweaen= | eieicabramlaataqalill 11 
I inal ceekewsenednes Sara nice etald .14 
elo ainwiar 33 pO Nitiiibocacmcets 
a en ee Mens euuysccennplanamcmeeasane .10 
Hay rakes, side-delivery, traction operated ............]-.....-..---.-]--..-.-------- .07 
Ry Ce NO os onc enencdamencabon - 20 aR NS csamusiieehnwen 
Pickup balers, automatic tie, PTO. _...........-...- .09 T lapsaneecsenee 
enn PORTE NNN ck sans en acaedaneben anemmaawammeel . 52 
CORTE: SUNG, CONT MINOOUINOG «oo. ok ive cccnennl-secicvsnnes bl ce mtorr - 22 
COORDS, 1D-B006, BEI TMODOUIOT . 6 once noe sciences lc vcscwcestee - 28 - 20 
Combines, 14-foot, self-propelled _- sau z ade kesnuuateenl 21 
Combines, 5- to 6-foot, auxiliary engine --.------ 1.31 - 55 22 
Combines, 8-foot, auxiliary engine anpanne cae SME Th is xbcapevainaad = 
Combines, 5- to 6-foot, power takeoff__.._- sii oe Se aoueiang 19 
Combines, 7- to 9-foot, power takeoff__._....-.-------- pans 07 
Forage harvesters, pickup, power takeoff__..._....-- Colcabuntrancties 12 
Forage harvesters, row-crop.....--..---------------- 23 .13 14 
a cee ne nb eeeseaeancntenstiacanass kneel 14 
a I se emeenl sabnneecinnnnalnenn’ . 18 
Corn picker-huskers - -~--- rae ee OO a i . 
Cotton picker, l-row, Sree RMR ae Ee Sas 3 . .04 
Cotton picker, 1-row, self- pee ee bs dct eis ech . 04 
Potato diggers. =. eae Mt es Be he ceed 
Single milker OS eee eae -10 14 
Farm milk coolers, 6-can, OAR ne % Siena . 02 
Bulk milk coolers, expansion type------.------ : * .19 
Milker outfit pumping installation__..........------- UD idakdosescwee 
Cream separators, 750-pound capacity-......-.------- 32 (Ae icgucusoasae * 
Hammer mills_.-..-.--.--- ee eee oe 09 11 .07 
Power sprayers. ....------ EN a 16 ry 
Farm wagons. .--...------ ed 42 12 23 
Farm grain elevator, portable, 28- “Sig enact: ' . 06 
Farm grain elevator, portable, 34-foot.....-.-..----- le aie Naewnaeees " Shae . 09 
Farm grain elevator, portable, 40-foot........------- oases . 06 
Gas engines__- PR ae ink 5 Galip eidoticed aes 12 .05 . 05 
Rieoirs motors. ........-...--..-- a c . 05 .05 
Building and fencing material_............-.-.------------ "8, 10 2. 90 | 5. 29 
RI (1. 06) (. 30) | (. 34) 
PIO: © ONT TRUE oc ncnceccccacccecancsdcceese 35 10 | 12 
ORSINI Bo oak ceoieaiabunkaneene .12 "03 ecicwuescencmnm 
nO EN os cats acim enenostenoeske . 50 .14 .18 
I Re eee . 09 | . 03 . 04 
CS ie ae Pea eae (. 56) (. 26) (. 39) 
I a i aaa . 36 .16 | . 25 
Under No. 2 


- 20 -10 1 14 
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Prices paid, interest, taxes, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958—Continued 


[In percent] 





Relative importance 
Group and commodity 





Old index | 1950 revision | 1959 revision 





Farm production—Continued 
Building and fencing material—Continued 



















II oan te tnd dadadvnsm pediment aceonneeinaes (. 13) (. 36) 
Be IND INES ra. on heb ied see tase eee eiecioanb amend ih cu aiekeaieiel 07 20 
IF TNs Bincckattunudsndsnadevecanenqcaddondein eancadeabasdabe ; 16 
SRE I) OOD oi ccncdnmnttienekdecanenieaeeaal (. 35) CS ercstaiendie 
DE NE NUN is cicennpndbndnkdnencsasaaneeininnde 21 (OE ceeccasenmawee 
nN alc esheets Soap inline .14 HU canawennedeks 
RI ora ohne ieee rena aranann (. 72) (. 13) (. 09) 
Saran eer VOIINOR, Oe ones - 20 . 04 .05 
DEINE Sk naccahetesuabs adueuuuud Khia -18 GE toed ienetemaiiies ° 
DO Ae I Gs 6 occa onnaamsinedeenuomiinean ~22 . 04 . 04 
rR rahi tra ics eh ethan eondviiniaeibee 12 6 Ce icasnntusedescm 
PO a GIL MID, 28s OF Diknn cea couudimnenuunanceslsueiwensonceluleeaies bisa . 07 
I a ao ad aia 2. 40 13 . 05 
TINIE SR a oe agains bagiaiuaseiadaraloaeouaibiods 12 A) ene aes 
Se INN oe onic a asin Galahines eae mmbeiedemnitetn i eich tack ache dacieacaai . 02 .16 
Pa EN 5 cs a ccsctninsisies icin insicscien clad tena . 04 . 06 -13 
DREMEL cad ad cslns anene Sancdiinmincdenandhaiee Landi eddkapetad bebinmdiaeuneiee . 07 
PRE; CRS CUR cn ccasacksnecndnananedukbeadewnsn .70 . 29 .27 
PEs IOUT IED INURL a onda cencuuravivadinwnacuddcbeaeecsaivemedsi denn Lesiagaemaamtee .07 
IORIODE, DOPING. sicccdaiuccndancctcedinascienadasesa . 20 12 . 33 
NII NI i scat eas sescns sec ications tiles a ten eos eg eee stasis gn -43 
IN iain aia onal ies Gocinasa ovaniatai cana aaaaseoe enlanegenoe taaveriace tal SRT eck cai cinn csc 
Be, NI a aiaisc cx craccoustescaves ont weaotnaiaemn lineal .19 SR igkcseendeccon 
BONIS So ehache SS ohare cada aiecmses es rm sits albahapen lama Sioa i 12 . 06 . 26 
DE I can sic aecutenwaiuendienkeme -10 .16 . 59 
SOG I, BRING so oon cncddhcacedenmecnesadundiadsndedencesnetes .10 on 
Domestic water system jet type }4-horsepower motor 
CE RR iccndgccniccsdscakadwdedbidensapidbsdacnnnnlondbbh Maen tases peeeeinee . 29 
WEE incu asnaas a chedasesaae habeedaik naa - 06 OD iscics cvecdaase 
Fencing: 
an OR oe 0 dla eee eel 25 .14 13) 
POU EE I BR on an ok cr cid tba ncaa wanna see aeacawabiuawat .14 19 
Field and stock fencing--..--- ihc S eeapeia dn aall iad nmnEa mae . 26 -41 
Poultry netting.-.....-- iti hate sacs cipat ake staal . 52 . ee 
AN RE no. cmc andndmaabama dace . 28 . 05 . 16 
PG SINE WES cl coc acnckiucucsadeawedhe aster . 22 . 08 . 24 
Farm gates. -.-- a heh ee ae ci al ea Saawininn a 
DORIEE TOUR. PO: ROR TRON. cece ccsnmenckdel wendanwoeneatennaees sree . 08 
ACMIOS FOUND, CRONE DIOS Boccia cadcukunccsinnee Pape maacasnka sae apa a . 04 
—S=S=aamajamyasS™|OEeeee | 
IN Se ater. ca ctccudgucusenoeebnnsanbanskewewor 1.70 1. 3.7 
NE PRNIN docuanncaisdaanciahiaannpcumanheeben (1. 17) (1. 08) (2. 37 
a eit eae lr gente pcan Sica igaacorpaam a aeiaei eae . 06 ll 
I i cinco ca ite ed coc ipo ek eeasincola osama eas pila - 03 08 
SUI iia cis tna ascends linea bcd ident ec selena tata ae A inch int . 05 09 
Pk oa aka cara tgkes tk dakcnndbpaneuesniennaaaeaamenmenhan . 04 09 
Pe ceca caammadan (isijudscnteaeshadeabaadeTe cemerdasereee 03 04 
WP PENS Si arinndn dian ddd teal ccuhancpnnnaakem cues 78 okt 30 
Bocas awadnnccuGusadenusassscanskadesueuuanlwessemaeaees .02 03 
GM inane anntnidinidtinwmniien aiudianatinndieiaseaeiaaaade neta - 03 04 
CG ccundncktinnsccuccbudninnkteekeengdaoaalaoeuibgmbadae . 04 07 
PT cick datedinedctbnaadenacinttthdaneedmaaitmaan anna maniieldid, . 04 09 
PEE Oey cuneauuchudian cikowessnbnbdéuauienweadeataecudueanaee .03 ll 
Nil capes snare cesses ox dk igh pam Ora ean tna tia ean aan es mad amma 09 19 
5-10-5 
DMeIe,. .teanedevinotchasae as 
DOs inate maendwcannewan si 
6-65 
6-84 
6-8-8 
6-104 
Se olaitkiiecuseesecukd auceaebutdenhashibaacas 
8-16-16 
8-8-8 
8-24-8 
8-32-0 
10-10-10 
10-20-0 








Prices paid, interest, tares, and wage rates: Item coverage and relative importance 
of each commodity and service, June 15, 1958—Continued 


{In percent] 





Relative importance 
Group and commodity 


| 
Old index | 1950 revision | 1959 revision 


——___— enna 


Farm production—Continued 
Fertilizer—Continued 

a th aaa enn penieiiaames 4 . 63) | (1. 10) 

Sodium nitrate 5 ; 

; .09 

Ammonium nitrate .12 | 29 

Ammonium nitrate-limestone mixture i .07 

Anhydrous ammonia ‘ . 20 

Ammonium phosphate, 16-20 ; .09 

Superphosphate: 

18 percent P2Os.-----. 
20 percent P2Os---- 

42 percent P205-. 

45 percent P2Os- 

Phosphate rock_ 

Muriate of potash 
Agricultural limestone. 
Gypsum (land plaster) 

Farm supplies 








I a es dai nissan acai o eee ak ee tiok 
i a aw ail | 

I I aoa ndhcinesneinbiamenteon bi | 

a acataemeion ss coniaiaeditieesinl | 

I 8 cco 5 tus oes eingeinemimasanaienisncoanein Sivebnen debates 

Arsenate of lead 

DDT, wettable powder 40-50 percent........ caiateciinasiivan 
Paris Ee geen ee eee tianinahieniaininekiaminnsee | 


New baskets, round stave 1 bushel with cover 

New hampers, 1 bushel with cover 

Fruit box shook 

Lug box shook 

IP IND SENN oe os iii entnnnanimeneiwewins aa 

Hoes, 7-inch blade 

Ia ciel ibaa sans wolaningeioee | 

Pitchfords, 4-tine 

Hand sprayer, pressure 3-4-gallon capacity 

PO petal sits etn cednniouuneis asian euaeaeaue | 

Uh eis Osun ea ecbh ind Wat enUpaioneesccmnncenben 

a a a cen 

Barb wire, 4 pt. galvanized, 12}4-gage 

Iron pipe . 

Binder twine 

Baler twine 

Rope, manila_--_- 

Muslin, 36-inch unbleached 

Gas engines, 2.1-3.5 horse power 

Electric motors, 4-horsepower___- as 

Brooders, gas-burning, 450-550 chick capacity - ais 

Brooders, oil-burning with canopy, chick capacity, 
450-550____- 

Brooders, elec tric, “450-550 chick capacity 

Farm milk coolers, side door, 6 can ads 

Milk pails, heavy, tin- plated, a 

Milk cans, 10- gallon, standard w went 3 

Telephone, local service 

Electricity ia aiiateedmaaatenia tm 

Farm magazines, annual subscription._........--- See 

lst-class letter, mail_..........--.-- Deicide eiguncegion 

Horse collars 


I lth ian oS alee ik ws ted eens llliinaptoaplininnsn bite 
RESETS LEA LE LE A OE: 
Cowpeas.......... 

Hybrid corn 

Grain sorghum 

a ee eee eaiicebioed 
Oats 

Barley 








* Combined with motor supplies in old index. 
§ Included with building material in 1950 revision. 
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Prices paid, interest, taxes, and wage, rates: Item coverage and relative importance 
of each commodity and service, June 16, 1958—Continued 


{In percent] 





Group and commodity 


1950 revision | 1959 revision 


Farm production—Continued 
Seed—Continued 

Alfalfa, common . ‘ . 26 | . 08 
EE NEIL. ini) cd ddan ene akns an ketidesnsenkanhaloasuwababkinve (®) 
Alfalfa, other improved varieties..............-......./....----....-. .O1 
RINNE Ew ncniecntadoans Skea a a a a | 31 .09 
Clover, sweet | .10 . 03 
ty MEN). Acc hcuheenabcwcdgedbainbsaccunneiuansstadenbneaathce’ .02 
Clover, ladino eee 


NN oa eta neice maaan BS gi see bi eee a 
Lespedeza, Korean J . . 04 
Timothy | ; 05 | 
CORY DRMINONB ides ciscec cessed tees bseadascese : . 02 
Common ryegrass, -O1 
I SS a eee . 02 
Tall fescue (Alta-Ky. 31)_-. 

Austrian winter peas........- 

Vetch, hairy 


Wage Nee i ee tae ec a at ‘ 





| 100.0 | 





*)Less than 0.005 percent. 


(The following was referred to on p. 36:) 


FINAL SETTLEMENTS ON Cotton SoLtp UnprEerR Corron Export 
PROGRAM 


Final settlements made on cotton sold under cotton export program (CN-EX-2 and 
NO-C-8)—net amount of claim by 25 firms receiving largest refunds 


. Anderson, Clayton & Co...-__...--. $13, 858, 781. 62 
2. Cook & Co__- 6, 622, 184. 96 
. George H. McFadden & Bros__- 6, 192, 240. 42 
. Hohenberg Bros. Co__. 4, 793, 629. 56 
5. Volkart Bros-_-_- ee : , 390, 509. 44 
. H. Kempner___- . ; ; 2, 637, 467. 08 
. Sternberg- Martin & Co Bi De her 450, 845. 16 
. Weil Bros. Cotton, Inc__---. Sond 250, 104. 94 
9. W. D. Felder & Co___- 2,194, 494. 55 
. Otto Goedecke, Inc 2, 182, 026. 74 
. Calcot, Ltd-_--- ; 144, 502. 73 
. Howard Cotton Co___- 141, 267. 99 
3. A. Campdera & Co., Inc. 037, 755. 61 
. H. Molsen & Co_- 968, 719. 48 
5. R. L. Dixon & Bro., Inc_.. 755, 455. O01 
Esteve Bros. & Co., Inc___- 722, 439. 90 

. Allenberg Cotton Co., Inc_-_ §21, 321. 91 
. Crespi Cotton Co- 501, 437. 25 
9. Japan Cotton Co 489, 623. 46 
. Grunow-Hogg & Co. 379, 347. 25 
E. F. Creekmore & Co., Inc 249, 904. 89 

. McFadden California-Arizona Corp- -- 170, 151. 84 
. Cotton Import & Export Co____ —_- , 053, 962. 05 
. Schwabach & Co__-_--_-- checks 897, 971. 03 
5s. By DOLKS @ COw nn cus 820, 850. 39 


SS ee wee we 


een to GE eo ee : 69, 426, 995. 26 
All other firms. -.--- coal * 26, 250, 239. 67 


Total all firms 95, 677, 234. 93 
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Final settlements made on cotton sold under cotton export program (CN-EX-4 and 
NO-C-9)—net amount of claims by 25 firms receiving largest refunds 


Anderson, Clayton & Co $7, 946, 753. 
. George H. McFadden & Bro 2, 028, 405. 
Hohenberg Bros. Co 461, 381. 
138, 297. 
. Weil Bros. Cotton, Inc 131, 068. 
». Volkart Bros., Inc 118, 459. 
Crespi Cotton Co o4, 787. 
W. D. Felder & Co., Inc 952, 492. 
H. Kempner 939, 174. 
A. Campdera & Co., Inc 822, 442. 
H. Molsen & Co 754, 544, 
750, 715. 
727, 047. 
588, 603. ¢ 
442, 528. 
388, 382. 
. Cotton Import & Export Co 342, 226. 
Howard Cotton Co 324, 403. ¢ 
295, 750. 
277, 054. 
. Manget Bros., Inc 254, 688. 
22. Calcot, Ltd 251, 962. 
23. Japan Cotton Co 248, 007. 
ea Sea oan awa maac mes 247, 989. 
25. R. T. Hoover & Co., Inc 216, 793. 


24, 703, 960 


I ed cena ais 32, 398, 827. 


(The following was referred to p. 42.) 


{Extracts from: ‘Prospects for Foreign Trade in Cotton,’’ Foreign Agricultural Service, U.S. Department 
of Agriculture, January 1959] 


THE OUTLOOK FOR COTTON 


Because of this upturn in production and recent declines in world consumption, 
cotton production this season will exceed requirements for the first time in 3 years. 
Therefore, prices will weaken, trade will be smaller, and carryover stocks will 
increase. 

The resumption in 1958-59 of the upward trend in world cotton production, 
especially in foreign countries, has come at a time when a steady increase in cotton 
consumption was being slowed in foreign exporting countries and reversed in major 
importing countries. * * * As a result, cotton importers limited purchases to 
nearby needs and world trade this season, despite substantial price drops for 
foreign growths, will decline by about a million bales. Leading the decline will 
be U.S. exports. 

For another year or so at least, cotton production in foreign countries is expected 
to increase, but probably at more moderate rates. U.S. production will be larger 
in 1959. Stimulated by skyrocketing prices after the Korean outbreak and by the 
maintenance of U.S. export prices above world levels for a period after the prices 
of other growths had declined, the production of cotton has assumed increasing 
importance in many foreign countries as a cash crop and as an important earner 
of needed foreign exchange. Supplies in exporting countries are therefore likely 
to be at fairly high levels in the years immediately ahead. 

Over a longer period, the assumptions of increased population, improved eco- 
nomic conditions, lower and more stable cotton prices, and plentiful cotton supplies 
foreshadow increased cotton trade and consumption. However, to achieve a closer 
balance between supply and disappearance, some cutback in plans for increasing 
production may be found necessary in countries that cannot maintain production 
incentives and large stocks of cotton. 
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THE 1958-59 WORLD COTTON SITUATION 


World trade in 1958-59 is expected to be around 13 million bales, compared with 
14 million in 1957-58 and 15.8 million in 1956-57. Important factors influencing 
the slackening demand for cotton include the far-reaching effects of the widespread 
economic recession; large inventories of textiles abroad; the pressure from increased 
supplies because of larger foreign crops in 1958-59 and prospective further increases 
in 1959-60; and the consequent weakening of prices. 

This brought prices for some growths and qualities to post-World War IT lows. 
Substantially greater price declines took place in foreign extra-long staple cotton 
as demand slackened in the face of record high supplies resulting largely from 
increased production in major producing countries. 

Over a longer term, however, producing countries may find it necessary to review 
their cotton policies if generally lower prices are not to be an inevitable consequence 
of the continued increases in production that appear in store. 


PRODUCTION 


Although U.S. production in 1958-59 is near the average for the 5 years 1945-49, 
total foreign production is more than 2% times that average. Estimated produc- 
tion in the foreign free world this year is nearly double the 1945-49 average, while 


production in Communist areas has nearly tripled. 


TRADE AND CONSUMPTION 


World trade in cotton during 1958-59 is estimated at about 13 million bales, 
down from 1957-58 by 1 million bales, or 7 percent. 

Almost all of this season’s expected decline in exports will occur in the United 
States, where exports of about 3.5 million bales will be about 40 percent below 
1957-58 exports of 5.7 million. Present indications are that exports from foreign 
free world countries may increase from 6.9 million bales in 1957-58 to 7.6 million 
this year. 


FACTORS AFFECTING THE EXPORT OUTLOOK FOR U.S. COTTON PRODUCTION AND 
EXPORT AVAILABILITIES 


Cotton production is trending upward in many foreign producing countries. 
This fact is reflected in the past levels of production, in the expansion plans of 
some countries, and the manner in which resources are being mobilized to achieve 
cotton production goals. 

On balance, total foreign production has increased since the 1950-54 period 
from slightly over 23 million bales to 29% million, or 26 percent. Communist 
countries showed a 35-percent increase, while other foreign countries increasea 
production 21 percent. Meanwhile, cotton production in the United States 
declined over 3 million bales, or 22 percent, and in Brazil it declined a third of a 
million bales, or 23 percent. 

From the standpoint of the role that the increased production plays in the 
various countries, a number of different patterns emerge. 

Regardless of the overall considerations that may have caused governments to 
favor expansion of cotton production, there is also the question of how cotton 
looks as a source of income for the individual cultivator. 

Occasionally, cotton holds its ground as a cash crop by only a slim margin over 
some other commodity. At such times, even small shifts in price relationships or 
in conditions of production may tip the balance in favor of more or less cotton. 

There is every reason to believe that the forces that have caused total foreign 
cotton production to double in the past decade will still exert strong upward pres- 
sure in many parts of the world between now and, say, 1965. The projections, 
in the aggregate, point to an increase of about 25 percent in total foreign cotton 
production between 1957-58 and 1965-66. More than one-half of this gain would 
be in Communist areas. 

PRICES 


Price behavior in the years ahead will have an important bearing on the future 
of cotton in general and upon the outlook for each of the various important 
growths of cotton. 

In recent years there has been considerable evidence that the U.S.S.R. and 
Communist China can trade in cotton or cotton textiles in a manner that has a 
most demoralizing effect upon world prices and trade. 

The ability and willingness of these countries to make use of cotton and cotton 
textiles as a political and economic weapon is disconcerting, to say the least. What 





is even more serious is that their rapid expansion of production in the years ahead 
may well increase their capacity to handle the supplies at their disposal so as to 
exert an increasingly demoralizing influence on world markets whenever and 
wherever it promises to be to their economic or political advantage to put these 
commodities into export channels. 


DOMESTIC DEVELOPMENTS 


Since the legislation requiring that U.S. cotton be available for export at 
competitive prices continues in force, there should be no doubt in any quarter, 
either at home or abroad, that the United States expects to maintain a strong 
position in the export market. The overall policy is quite clear. If ambiguity 
exists, it is not with respect to the general cotton export policy of the United 
States but only with respect to the details of implementation. 


[Foreign Agriculture Circular—Cotton FC 19-58, November 28, 1958] 
Wortp Corron TrapEeE To DEcLINE FOR SECOND SucceEssivE YEAR 


World trade in cotton in the 1958-59 season is estimated at about 13 million 
bales,! more than 1 million bales less than in 1957-58, and 3 million 2? bales below 
the postwar high of 16 million bales in 1956-57. 

The expected drop in world trade this season reflects declining consumption 
in foreign importing countries, larger inventories of textile goods, and increased 
world supplies of cotton in 1958-59 and possibly again next season. However, 
the longer range outlook is that world trade may increase next year as high level 
industrial activity stimulates consumption, and large inventories of textiles are 
reduced. Also, plentiful supplies of cotton are assured, and prices of all growths 
are lower than a year ago, particularly some foreign growths. 

A drop in U.S. exports this vear will be accomnanied by larger exports from 
foreign countries. Factors responsible for this situation in 1958-59 include a 
combination of 0.6 million bales larger beginning stocks in foreign free world 
exporting countries than a year earlier; a 1-million-bale increase in foreign free 
world production this year; and a consumption decrease of 0.5 million bales or 
more in foreign free world importing countries. 


C.i.f. Europe prices 


[In cents] 


United States 
of America United 
rain grown States of | Central Middle |Pakistan,| Tan- 
America Mexican American East, sawgd guis 
irrigated Turkish | | 


Own | CCC 


Good Middling: 
l-inch.____- 
1%e-inch 
144-inch _. 
134¢-inch______ 

Strict Middling: | 
RR ed ! : St ae 
1Mie-inch........| 32. 35. 15 | 34. - 28.10 Lag! 
14-inch _. 34. 90 ; 34.60 | 29.40 Lag! 

Middling: 
l-inch_. ? ee aoe eee 
1Me-inch.__....-| 31. 32.10 | 32, | 26.60 Lag !__} 23.65 Nic---- 
144-inch - - 5 | 32. 60 | ieee 

Strict Low 

Middling: 
1-inch 
1%¢-inch 
148-inch 

Low Middling: | 
ME > nenconenine=nesmp| + 
1¢-inch ol ciao Ree Vowecsone 
144-inch- eee ati ltaaemt Nar 











1 Mat +100. 


1 In this circular, bales are 500 pounds gross weight unless otherwise specified. 
2 Consumption in foreign importing countries only down 5 percent though. See ‘‘Cotton Week of NCO” 
(December 5 issue). 
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JANUARY 6, 1959. 


Dear ————: It was kind of you to think of me and I send you my thanks and 
also sincerely wish you and Irene, and young Sid, as well as your firm, a happy 
and successful new year. 

I suppose we try to kid ourselves that Government planning and interference 
in our business makes life interesting and more secure, but really in our hearts we 
long for the days when we could trade without having to include in the hazards 
the possible actions of political parties and the competition from huge corpora- 
tions. We still, thank God, have personal friendship in our business, and on my 
last trip to the South the kindness and friendship which was extended to me by 
men with whom I[ cannot give business was most pleasing and satisfying. It is 
because of these friendships that I worry about the present conditions in your 
market and take advantage of the friendships to criticize your policy for cotton. 
Lancashire may not be an important factor in your export business, but what is 
going to happen to your main exports if the present policy is allowed to continue? 
It rather looks that a long-range forecast is that U.S. cotton exports are doomed 
to extinction. 

When the export plan was put into operation most of us thought that our supply 
and quality troubles were over, and for 12 months we were consuming almost 
100 percent American. The clause giving the Secretary of Agriculture the right 
to meet foreign competition and the aim for a one price system in the future 
seemed to be good sense, and we looked forward to prices based on world deman 
and supply—although regulated by Washington—and a good run on American 
qualities; yet at the beginning of this season Mexico and Brazil started to break 
prices, quickly followed by West Africa, and then 2 months ago the break in 
Soudan and East African prices which made us adjust all our ideas because the 
Secretary of Agriculture did nothing about increasing the subsidy. In addition, 
Egypt will give large discounts when selling to certain countries, and as Russia 
already has large stocks, Egypt has almost got a crop in hand. 

In our main mixing which has been for years Good Memphis or Mississippi if 
possible, we have 75 percent East African and soon it will be 100 percent, and the 
cost will be threepence per pound under American. Due to producing for the 
loan instead of the consumer, the farmer uses irrigation, mechanical picking, dry- 
ing and extra cleaning at the gin, together with micronaire and other testing, the 
American cotton man is becoming less dependent on the sound practical methods 
proved by years of experience, and is now producing an inferior product. We 
find that the outside growths we are using, expressed in English pence per pound: 


Soudan, equivalent Middling 1% inches--- - 26. 50 
East African, equivalent Strict Middling 1%» inches 25. 00 
Sao Paulo, equivalent Strict Low Middling & Middling . 50 
Turkish, equivalent Middling *44¢ inch 19. 00 
Syrian, equivalent Middling 146 inches__.........-...---------- 22. 00 


All are roller ginned and are giving us better results in levelness and strength of 
the yarn and as good a finish in the cloth as American. I have no experience of 
Nicaraguan and the other South American growths, which are also very low in 
price. 

It has taken a long time for spinners to realize that American cotton of standard 
qualities is now inferior to many of these outside growths, and that it is quite 
within the bounds of possibility that even if American became competitive in 
price it would sell at a discount against outside growths for quality reasons. 
Short staples and colored U.S. types at low prices are the only attractive qualities 
because these short staples are not produced in the Middle East. 

There has been no effort to use the subsidy to keep American cotton in line with 
its competitors, but rather the idea that outside growths will soon be finished and 
that American cotton must be bought. What a policy for the world’s largest 
cotton producing country; and it is significant that the country which talks most 
about private enterprise has such a degree of Government control in its agriculture. 
It would appear that for some time the idea that American cotton will come into 
its own in the Spring and Summer will be mistaken, because world consumption in 
cotton goods may be at this year’s level for some considerable time. Production 
of synthetics is now capable of inereasing without further eapital investment and 
the Communist countries, plus India and Pakistan, look more like featuring in the 
cloth export market and not in cotton importation. Consumers of American 
type cottons are afraid of buying American cotton which does not fluctuate with 
world prices, and the quality of American cotton is such that preference for this 
growth is disappearing rapidly. Too much reliance,on statistics (which are always 
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behindhand) has not turned out to be as good as intelligent anticipation. Stabili- 
zation of prices is bad and cannot be controlled by the largest producing country. 
Futures markets have ceased to give their proper function as a hedge, and stocks to 
cover futures contracts are not carried and therefore a loss to U.S. exporters, 
Aided programmes have in my view given a wrong impression of American require- 
ments to some countries. Less aid and more convertability of currencies will 
show that U.S. exports of recent years to some countries have been high. Again, 
foreign buyers have been misled by the CCC published prices and the selling prices 
of shippers after claims and reclassing. 

It is an awful problem for you. I wish I could put forward a suggestion which 
would make it possible for a high cost producing country to compete with a low 
standard of living country; and I am sure that laborsaving devices, high yields 
and smart ginning is no use at all, and is just scratching the surface of the problem. 
A domestic consumption of 8 million bales is worth something to you if you can 
keep the manufacturers of cloth protected against foreign competition by tariffs, 
but this is surely against your State Department’s policy of encouraging the devel- 
opment of backward countries. We here have troubles too, and the next 12 
months should see us well on the way to being ‘‘sorted out.”” There again it looks 
like contraction into fewer firms—the largest and best equipped, with unfortunately 
the small unit going out of business. 

Why, when the International Cotton Agreement was thrown out, was the idea 
replaced with something which is infinitely worse? What a pity that good ideas 
have not been carried out promptly, and the Secretary’s authority to meet com- 
petition implemented—politics again I suppose, coupled with statisticians 
planning. — 

BREMEN, November 7, 1958. 

Dear Sirs: We beg to give you below today’s approximate prices of various 
growths as being offered in Bremen. 


Basis: C.i.f. Bremen, cash on arrival 


| 
| $cts. resp. | DM per Shipment 
dp.lb | kg 





. U.8.A.: 
goodmiddling Memphis 114” 
eeeiaeesne 08rd FE OS Be osc eeeiecsdcconascassens 
middling Orl./Tex. 1’’_.------- 
. Mexico: 
strictmiddl. Matamoros/Sonora 16” 
middling Matamoros/Sonora 16” 
. Nicaragua: 
strictmiddling 16” 
middling 16” 
. Egypt: 
Karnak quality 
Ashmouni “ 
Giza 
. Sudan: 
I sino cnepcleiiamineaiienanmmeeuamiememngatd ieee olin siaparkeb 
Ng Se ae ee ee Ny oa ee 
. Turkey: 
Izmir Akala I rgd. (ca. strm. 16”) 
Adana Akala I rgd. (ca. middl. 1’’) _- 
. Iran: Kukers quality (=ca. strm. 1342’) 
3. Syria: quality approximately (gm. 1}(6’’) 
. Uganda: 
quality AR/BP-52 (=ca. gm. 144’’) 
quality AR/Busoga (=ca. gm. 1342’’)_- 
. Pakistan: quality 289 F rgd. (=ca. middl. 1}42’ ’) 
. Russia: 
PERVYJ 2343 mm (=ca. strm. f. cl. 1342’’) 
PERVYJ 2442 mm (=ca. strm. f. cl. 1%6’’) 
. Greece: 
strictmiddling 16’ _-- 
middling 16” 
. Peru: | 
Tanguis—3 (=ca. gm. 1346’’) 06 | March/May. 
Pima—1 35. 3. 2444 | Nov/Dec. 


4714) Nov/Jan. 
1044) Do. 
70 Do. 


hw oe 


7414 Do. 
6214) Do. 


hor 


62 Jan/Febr. 
50 Do. 


wr 


12 | Nov/Dec. 
95 Do. 
93 Do, 


hee 


73 Do. 
23 Do. 


2 


59 Do. 
38 Do. 
73 Do. 
62 | Do. 


wr 


~ 


8544) Jan/March. 
70 | Do. 
66 Nov/Jan. 


ter we 


83 Nov/Dec. 
7744) Do. 


ror 


68 Do. 
5544| Do. 


ne 








4 





*Nominal. 
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BREMEN, December 5, 1958. 


Dear Sirs: We beg to give you below today’s approximate prices of various 
growths as being offered in Bremen. 


Basis: c.i.f. Bremen, cash on arrival 


$cts. resp. | DM per Shipment 
d p.lb kg 





« Uieees 

goodmiddling Memphis 144” 37. 15¢ \ Dec./Jan, 
strictmiddling Orl./Tex. 16” 32. 90¢ 3. Do. 
middling Orl./Tex. 1” 29. 15¢ a Do. 

. Mexico: 
strictmiddl. Mexicali/Sonora 16’’..........---- dete 27. 95¢ ‘ Do. 
middling Mexicali/Sonora 16” 27. 00¢ ; Do. 

. Nicaragua: 
strictmiddling 16’ 26. 10¢ 
middling 146” 25. 35¢ 

. Egypt: 
DE CREE Pr PE, 5 cee cieinicicintiecaceweskneweewnn | 28. 
Ashmouni quality FG plus 
EER BURIED TAS Dec cnaciddcwsiccundasensseenaseusun 


Jan./Febr. 
Do. 


December. 
Do. 
Do. 


Nye Wh 


Dee/Jan. 
Do. 


noe 


6. Turkey: 
Izmir Akala I rgd.(ca.strm. 16’) 
Adana Akala I rgd.(ca.middl. 1’’) 
. Iran: Kukers quality (=ca.strm. 1342’) 
8. Syria: quality approximately (gm. 16”’) 
. Uganda: 
quality AR/BP-52(=ca.gm. 114’’) 
quality AR/Busoga(=ca.gm. 1342’’) 
. Pakistan: quality 289 F rgd.(=ca.middl. 1442’’) 
. Russia: 
PERVY4J 32/33 mm(=ca.strm.f.cl. 1342’’) Do, 
PERVYJ 31/32 mm(=ca.strm.f.cl. 16’) Do, 
. Greece: 
strictmiddl. 146” 28. Do. 
middling 16” Do. 
3. Peru: 
TORO Oh, TS). ca ca nasnceatancéktenadsace 32. March/June. 
Pima—1l 35. December. 


ad 


Do. 

Do. 
December. 

Do. 


~ 


ww 
J 


to 


Jan/March. 
Do. 
Dec/Jan. 


wr 





hobo 


br 











+ nominal. 


We remain, dear sirs, 
Yours very truly. 
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BREMEN, January 23, 1959. 


Dear Sirs: We beg to give you below today’s approximate prices of various 
growths as being offered in Bremen. 


Basis: C.i.f. Bremen, cash on arrival 


1 


| $cts. resp. | DM per! Shipment 
d p.lb kg 


1, U.S.A.: 

goodmiddling Memphis 146’’ ____-- aie 36. 75¢ 3. wu Jan/Febr. 
strictmiddling Orl./Tex. 146’’__.- a ac oanl 32. 40¢ 3.00 | Do. 
middling Orl./Tex. 1’’. a 28. 15¢ | 2. 61 Do. 

2. Mexico: } 
strictmiddl. Matamoros/Sonora 16” : eae . 70¢ 
middling Matamoros/Sonora 1\6’’_- dae nde an 26. 70¢ 

. Nicaragua/Guatemala: 
strictr-iddling 1%6’’..._-- : : 5. 50¢ 
middling 16’. bewae ine eos . 70¢ | 

. Egypt: | 

Karnak quality FG plus.- ee . 90d 
Ashmouni quality FG plus Saacuaaet 25. 80d 
Giza quality FG plus Pea aae inate 5. 65d | 

. Sudan: 

Seen ee ome Betas 28. 75d | 
G5L_- : ; as : : 26. 60d | 

. Turkey: 
Izmir Akala [Argd. (ca. strm. 1%6’’)__---- 2, ; 7. 55¢ 
Adana Akala IArgd. (ca. middl. 1’")___ 24. 90¢ | 

7. Iran: Kukers quality (=ca. strm. 1342’")__. 7 | 27. 50¢ 
8. Syria: quality approximately (gm. 16’’)____-- 23. 50d 

. Uganda: 
quality AR/BP-52 (=ca, gm. 114”’)___- Sais 5. 80d | Febr/March. 
quality AR/Busoga (=ca. gm. 1342’) eee 4. 30d | | Do. 

. Pakistan: quality 289 F rgd. (=ca. middl. 1342’) _- . 3. 00d 4845) February. 

. Russia: | 
PERVYJ 32/33 mm (=ca. strm. f. cl. 1342’’)_..-.-.-_-- 22. 95d | . 48 | Febr/March 
PERVYJ 31/32 mm (=ca. strm. f. cl. 146’’)_---- 22. 45d 43 | Do. 

. Greece: | 
strictmiddl. 1%6’’_-..---- eee 28. 60¢ 65 February. 
middling 16” : eat ae 26, 35¢ 44 | Do. 

3. Peru: 
Tanghis—3 a ca. gm, 1346’’)___-- 23 8. 75¢ 
Pime—i........-- “ : 32. 75 


5646 Do. 
47h6 Do. 


top 


3642) », Febr/March 
29 Do. 


to pe 


91 | Do. 
79 | Do. 
Do. 


Do. 
Do. 


rrp 


Noe 


February. 
Do. 
Do. 
Do. 


mewn 


err 


tor 


tor 


++ 


6645 | March/May. 
03%! Aug/Octbr. 


i) 


oo 


+ nominal 


We remain, dear sirs, 
Yours very truly, 


Dear Sir: On page 4 of Foreign Agriculture Cotton FC19—58 of November 28, 
1958, you will find the following statistics. 

Mexico has exported almost 1 million bales up to now and almost that many 
is still available for export during the current season. My guess is almost 
2 million bales from Mexico during the current season for export. Other North 
American producers outside of U.S. exports have risen from 35,000 in 1951 to 
423,000 in 1955, in 1957 331,000 exported. 

Total world exports in 1956 was 16,011, U.S. exports in 1956 was 7,917. In 
1957 total world exports was 14,212 while United States exported 5,959,000; in 
other words the U.S. exports took the reduction. 

Our estimate for this season: 


Mexico_. Oe oa : 2 Ee oe : , 000, 000 
Other North ‘American countries____ ht 400, 000 


Commies (mostly U.S.S.R.)_.__--- eae : 700, 000 
United States _ _- é ; Se Se ole . Si 3, 000, 000 

tne se = 100, 000 
Africa___ j y eo : 3, 500, 000 


Asia. - ae ; ee Ste urate 2, 000, 000 
South America 500, 000 


Total 





1958, under 
1935-39 Commies 


Looks like our U.S. policy has been to give away the raising of cotton. 
Sincerely yours, 


ALBRECHT, MiitLeR-PEaRsSE & Co., 
BREMEN, November 17, 1958. 

GENTLEMEN: We received your letter of November 11 quoting information 
received from Mr. Carter regarding the drastic increase in production in China. 

One of our news agencies recently had a similar report, although we were un- 
able so far to check it down. Apparently both Russia and China expect a 
much larger crop than they did last year, and we may increasingly meet their 
competition. This, as far as China is concerned, particularly on the export 
sector, i.e. in grey goods, sheeting, etc. 

Russia have held their prices up reasonably well and just this weekend decided 
to cut their basis down to 2444 d for their base quality, the equivalent of about 
28% cents c.i.f., cash on arrival. 

Demand from mills continues extremely poor with offers from Turkey, Syria, 
Greece, and the African countries showing continuous weakness. 

We are very much worried about this situation which has not only economic, 
but also political implications. 

We remain, gentlemen, 

Yours very truly, 


January 5, 1958. 

Dear Sir: May I extend you my congratulations on the excellent presentation 
you make of the farm problem, as carried in the December issue of The Staple 
Cotton Review, published by the Staple Cotton Cooperative Association of 
Greenwood, Miss. I was also very much interested in what you had to say last 
fall upon your return from Europe. I, too, was over again last summer visiting 
almost all of the Western European consuming countries and I returned home in 
October about as discouraged over the outlook for U.S. cotton exports as I’ve 
ever been in my travels abroad, the first of which was in 1922. 

While we are a small firm, we have found that our position is invariably an 
index of what the situation is as a whole and it may therefore interest you to 
know that while we were fairly busy up through December in shipping sales 
made during the first half of last year, these have now been completed and for 
the first time in many, many years our forward export sales are nil. Worst of all, 
letters received by us from foreign personal friends of many years’ standing during 
and since the holidays all voice the opinion that the following are some of the 
handicaps facing U.S. cotton exports: 

1. With foreign cotton textiles experiencing rather difficult times at present, 
non-U.S. cotton is more than ample to meet all requirements especially since 
consumers, being convinced that lower prices are ahead of us, are most reluctant 
to buy one bale more than is needed currently. 

2. Foreign cotton production continues to increase largely with our help and 
this is largely premium qualities, leaving what little the U.S. exports today to 
qualities below Middling in grade and 15/16 and shorter in staple. In other 
words our greatest loss is in the premium qualities. 

3. With mill consumption abroad down, and foreign supplies up, America’s 
ever-shrinking position as the residual supplier is taking a further sharp contrac- 
tion to where probably our giveaway sales, ICA, Public Law 480, etc., including 
shipments to countries where the political logic is hard to find, like Poland and 
Yugoslavia, will represent about all the exports we will have when the current 
cotton season ends next summer. 

4. The trade’s need to continue buying CCC cotton in order to get those 
qualities for which there has been demand from U.S. mills would tend to leave a 
false impression with many that there is a better demand from abroad than 
there is. The simple fact is there is no demand whatever from our friends over- 
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seas and while most of them have the “‘free’’ dollars with which to buy U.S. 
cotton and they prefer U.S. cotton because of its long-established grading and 
merchandising standards and its being in ample supply, they are rapidly coming 
to the conclusion that the day where U.S. cotton was first in exports will shortly 
belong to history. 

It is rumored here this morning that your committee will shortly query 
Secretary Benson as to why the law requiring that U.S. cotton export prices be 
made competitive is not enforced. This is a step, however short, in the right 
direction. 

Sincerely and respectfully yours, 





SEPTEMBER, 11, 1958. 
Dear Srr: I wish to thank you for your letter of August 27 with various 


“~ 


enclosures. 

At present, most of the inquiry from spinners is for spot cotton, and there is 
exceptionally small offtake for shipment. The latter demand, in turn, is mostly 
confined to Mexican and various other growths, which are all relatively cheaper 
than U.S.A. cotton. 

For example, Good Middling Mexican 1%. is being freely offered here on 
Liverpool spot terms at the equivalent of 29.75 cents, with Strict Middling and 
Middling in the same staple at 1 and 2 cents lower respectively. 

If you compare these prices with rates at which your cotton is available, there 
just is not any hope for business at present. Eventually, no doubt, conditions 
will change so that your Mississippi Delta cotton may resume its rightful place 
in the market but, unfortunately, it looks as if it will take some time. 

You may be sure that whenever it is possible to send you any inquiries, which 
are at all likely to be practicable, I shall contact you by cable immediately. 

With kindest regards, 

Yours sincerely, 


GENTLEMEN: We still have to acknowledge receipt of your letter of August 27 
and of the new loan charts which you attached. In the meantime we received the 
sad news of the death of Mr. W. M. Garrard. We appreciate the position which 
Mr. Garrard held in your organization, and the extent to which he helped to build 
it up to its present size and importance. 

As regards prospects for new business, we see two serious handicaps for the time 
being. The one is the unsatisfactory situation of our textile industry, a situation 
which deteriorated steadily from the beginning of this year and resulted in sizable 
reductions in production and operational programs. As a consequence stocks 
last much longer than originally expected, and new purchases are of small pro- 
portions. 

The second is that the steady decline in the price of some of the other growths, 
partly resulting from the uncertainties emanating from the U.S. farm policy, has 
made the majority of U.S. qualities noncompetitive, at least for the moment. 
The new farm bill, which we deem a step in the right direction insofar as it im- 
proves the competitive position of U.S. cotton relative to other fibers in the 
internal markets of the United States, adds to the uncertainty which surrounds 
the 1959-60 price level internationally. The result will be widespread reluctance 
to purchase more than urgent requirements and a general attempt to reduce stocks. 

We fear that this situation will continue until some confidence is restored, which 
presupposes a clarification of U.S. export policies for this and the next season. 
Pending this, prospects for new business will remain rather difficult. Yet we 
shall keep you posted of developments and shall appreciate any information of 
interest which you can furnish us with. 

We remain, gentlemen, with writer’s best personal regards, 

Yours very truly, 


NovEMBER 5, 1958. 

Dear Stirs: There has been a swing away from Mexican cotton these last few 
weeks in that our spinners have bought Tanganyika and Uganda cotton. They 
can buy and have bought these East African cottons in Good Middling grade and 
staple 1.1/8’’ full in a price range equivalent to 29 to 30 cents, and slightly lower 
grades and shorter staples at proportional price differences. This is 150 to 250 











177 


points under the Mexican basis and you can readily see that this is a better prop- 
osition for them, 

However, the crop of Tanganyika and Uganda cannot match the quantities of 
the Mexicans and there isn’t enough of it to satisfy all the European demand, on 
the other hand the Sudan, which has a much larger crop, is busy trying to extend 
their European market. In addition Turkish, Greek, and Iran cotton are very 
very attractive and new crop Nicaraguan is beginning to force its way into the 
international market. 

American cotton is completely out of the picture although we believe that 
eventually European spinners will have to turn to United States of America for 
low grades, but here again BR. qualities of Uganda have been bought at around 
21.50 to 22.50 cents. Also the lower grades Iranian cotton with a staple of full 
1.1/16’’ are offered here at about 25-25.50 cents per pound. These qualities 
have proved suitable for the purpose for which they previously bought U.S.A. 
cotton. 

You will appreciate that we want to conclude some business for you but at the 
moment both Mexican and American cannot compete with these ‘‘outside 
growths.’’ We are bound to say that so far American cotton policy this season 
has only resulted in pushing the outside growths to the forefront. 

Have any “‘off grades’”’ shown up yet in the delta? We would like to have any 
types which you can offer. In any case we shall be glad to have your views on 
the cotton situation. 

Yours very truly, 


MiLano, November 28, 1958. 

Dear Sirs: In reply to your letters October 28 and November 13, I tried hard 
to obtain a bid for one or the other of your types TABKHANY or WALT, but 
unfortunately without the slightest success. Italy is still overflowed with very 
cheap offers from Mexico and now also from those of Turkey and Greece, all 
extremely attractive as far as the price is concerned. Just to give you an idea, 
Messrs, Niggeler & Kuepfer bought about 7,000 bales of Mexico cotton, covering 
shipments up to June 1959 and they seem to be satisfied with the quality. This 
is the first time since they are in business that Messrs. N. & K. are using Mexico 
growth on a large scale. 

This is decidedly a very bad season for U.S.A. cotton in Italy and I suppose 
also in other European countries. An improvement is only possible if your Gov- 
ernment changes the export program. I quite understand that you cannot sell 
your cotton at prices below loan values, so far this season, but the next crop should 
bring a considerable change if the U.S.A. Government realizes how necessary 
it is not to be overrun by foreign growths. 

I feel sure you too understand it if this season I am unable to make progress 
with sales. 

Very truly yours, 


JAPAN-CHINA TEXTILE BATTLE 


Lonpon, November 17 (AFP).—The Textile Mercury, organ of the British 
textile trade, today devotes considerable attention in its Asian textile review to 
the “battle”? between Japan and China for the Indonesian market. 

Under the heading “big Asiatic battle is on’’ the British textile organ writes 
“having almost driven Japan out of the Indonesian textile market once one of 
Japan’s best customers and with signs that Singapore is going the same way, 
China is the midst of a general trade offensive in the southeast Asia is making 
extravagant claims. 

Whether they are true or not the Japanese are worried. The Chinese Com- 
munist Ministry of Textile claims that the Chinese industry next year will produce 
700 million square yards of cotton cloth. 

The cotton yarn target is 1,665,000 tons, more than 3 times Japan’s production 
last year. 

The review adds: “The total cotton crop is estimated at 3,500,000 tons which 
would make Communist China on the basis of this season’s crop estimates the 
world’s largest cotton grower. It would mean that China had doubled produc- 
tion since last year. 

Meanwhile, the Ministry has reported that another 2 million spindles have 
gone into Chinese factories this year and that further big installations of auto- 
matic looms will follow. 
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Tokyo reports say there is reason to believe that the Chinese figures are inflated 
like some of the Communists’ other claims about her rice and wheat crops and 
industrial output generally. 

It seems to be a fact, however, that Peking is mounting an all-out textile export 
campaign. Tokyo alleging that the Chinese are virtually dumping cotton goods 
at rockbottom prices either to earn badly needed foreign exchange or to take the 
market away from British and Japanese competitors. 

One of the special methods the Chinese have used in their export drive in 
Asia is prefumed cotton prints which are reported to be selling in large quantities. 


Corron Imports IN OCTOBER 


Osaka, NOVEMBER 20, 1958.—In October Japanese imports of raw cotton totaled 
148,000 bales, according to the Japan Cotton Traders Association. The monthly 
imports, showing a 20 percent decrease from September’s level, were the lowest in 
1958. Relatively higher prices of U.S. cotton than those of other growths caused 
importers to slash purchases of U.S. cotton. Imports of U.S. cotton in October 
amounted to 22,000 bales, 60 percent lower than in September and 55 percent less 
than in October 1957. A feature was arrivals of Portuguese cotton from Mozam- 
bique, East Africa, which appeared for the first time after the war. 
The classification is as follows (running bales) : 




















| 
Raw cotton | October | September Raw cotton October | September 
———————— |- = i —|— eels " 

Belgian Congo--_-._--.---- 1, 408 | Nh Peis ee 2,147 |. 
NN ca sc saab 2, 523 | 5, 307 PNR Ss osc. fase cect | 26, 387 | 17, 888 
0 ea ae i it, |): aa 187 | 74 
Ae Lr. 2° 895 | 1, 826 i Poors ee y 2,406 | 1, 125 
El Salvador.........-- 2, 772 2,797 || Sudan_- ae tee 362 | 227 
SR he 2 To 425 WN MRR 88 cade san ; ae 
Guatemala. -.-__- a 3, 899 4,185 | Tanganyika-.-___._- ; 3, 352 | 1, 000 
DMR ites cok. eee 2,403 || Uganda...._....-........ 6, 332 | 7,973 
IN cnn chi-dcepiph sida 20, 671 | 15,811 || United States__----- > 22; 209 | 56, 798 
Iran ERE STEEN 735 | 804 | ae ee 
MUIR Sea nace mcceee 44, 223 | 58, 913 | NO isa dsicceeceaihens 147, 722 | 181, 644 
Mozambique. -__._...-_- ee tac || Waste cotton__..._._._-_.] 26, 210 17, 248 
Nicaragua. .........-..- 1,845 | 3, 954 || 

i 








YEAR-LONG PRODUCTION CURTAILMENT FOR CoTToN YARN 





“Despite continuation of production curtailment, stocks will not decrease, and 
the large stocks place the market under a heavy pressure.’’ The words are 
complaints often heard in the cotton industry. 

At the end of September, stocks of cotton yarn and cloth stood at 479,990 bales, 
showing a decrease of some 65,000 bales from the peak level of 545,351 bales at the 
end of March. The cotton spinners, beginning a 30-percent cut in yarn produc- 
tion in April, expected the large stocks to decrease by some 35,000 bales monthly 
and to dwindle to around 450,000 bales by the end of June, but actually the 
monthly rate of decrease was only some 11,000 bales for the 6-month period 
between April and September. The main reason was extremely inactive demands. 
Exports remained at a low ebb due to the drain on foreign currency holdings in 
southeast Asian countries and Red Chinese serious competition, while domestic 
demands were also affected by dullness in the purchasing power. 

For the April-June period, supplies of cotton yarn (pure cotton yarn, cotton 
mixed yarn, and imported cotton yarn) totaled 568,123 bales, monthly supplies 
averaging 189,374 bales. Demands in the period totaled 607,863 bales, of which 
exports accounted for 234,386 bales and domestic consumption 375,477 bales. 
And stocks were slightly reduced by some 39,000 bales during the quarter. As a 
result, end-June stocks of cotton yarn and cloth, standing at 502,570 bales, were 
higher than earlier expected. 

Under the circumstances, the cotton spinning industry was obliged to extend 
curtailment of production into the July-September period. Supplies in the 
period totaled 582,790 bales with monthly average standing at 194,263 bales, 
while demands totaled 606,828 bales, of which exports and domestic consumption 
accounted for 222,461 bales and 384,367 bales respectively. Through the quarter 














179 


only some 24,000 bales were liquidated from stocks, which stood at 479,990 bales 
at the end of September. 

At what level should ‘‘normal’’ stocks be placed? Earlier, observers regarded 
450,000 bales as adapted, but they became negative to the figure lowering it to 
400,000 bales, or equivalent to 2-month production. The same idea was held 
by the Ministry of International Trade and Industry, which recommended cotton 
spinners to continue production curtailment by the end of next March. End- 
September stocks of 480,000 bales, it was expected, would decrease to 460,000 
— ae the end of December and further to 420,000 to 430,000 bales by end- 
March. 

Most observers anticipated that curtailment of production would be somewhat 
relaxed in next April, but there was nobody who expected overall lifting of the 
control. Some percentage of the 30 percent sealed-up spindles was regarded as 
permanently surplus in the light of supply-demand relations. Common views 
were that the curtailment rate would be relaxed by 5 to 25 percent, or at most 
by 10 to 20 percent when conditions improve remarkably. 

Today, the cotton-sninning industry cannot live alone with its own thoughts, as 
rayon and synthetic fibers are seriously making inroads in the textile field. It is 
the reason why cotton spinners are not expected to relax production curtailment 
drastically that rayon producers maintain a high 40 to 50 percent curtailment 
for production of rayon staple and yarn. 


Recuiations CoveRING CLAIMS FOR ADJUSTMENT OF FREIGHT CHARGES Parp, 
WHEN FREIGHT BILts ARE Brntep ON AN IDENTICAL BALE Basis 


Dear Sir: A report made by representatives of the Memphis Cotton Ex- 
change, copy attached, covering clarifications given them by you, on the pro- 
cedure for handling CCC freight bills, has been forwarded to this organization 
for further handling. This report and suggested alternate procedures for han- 
dling CCC freight bills, have been carefully studied by responsible and qualified 
members of our organization. 

The consensus at this point reflects the necessity of reviewing fully with you 
the entire concept of freight bill responsibility. 

First, we would like to point out that the reconcentration of CCC stocks results 
from a policy adopted by the CCC which enables the producer to place his cur- 
rent crop cotton in local warehouses. While we accept this policy, as one of con- 
venience or even necessity to the producer, it affords no benefit to the merchant. 
We feel sure you will agree, a program of this type can only be administered and 
defrayed by a Government agency, as the magnitude and expense of such an oper- 
ation is unnecessary to and incongruous with normal merchandising procedure 
of the trade. 

Under your cotton export programs NO-C-8 and NO-—C-9 buyers were re- 
quired to furnish outbound bills of lading from reconcentration points as directed 
in routing instructions issued by CCC with each sale. Although routing restric- 
tions resulting from CCC reconcentration frequently operated to the disadvantage 
of the buyer, the trade accepted without protest the responsibility of assisting the 
CCC in liquidating its freight bills. This was done even to the extent of buying 
freight bills covering cotton which was not shipped within 8 months after pur- 
chase, based upon reshipping value to group B (Carolina mill points). This basis 
of settlement was not contested although the export program required movement 
of cotton in export trade and settlement for freight bills on export basis would 
have been more equitable. In accepting this procedure, the trade did in fact 
provide the CCC with the means requested for liquidating CCC freight bills to 
the best possible advantage. 

The trade is therefore at a loss to understand the necessity for the change of 
procedure, covering the handling of freight bills under Cotton Export Program 
NO-C-11. This new procedure, in addition to the responsibility previously 
accepted by buyers under NO-C-8 and NO-C-9 programs, requires that the 
buyers now finance freight bills (on Texas cotton reconcentrated in Memphis 
territory cost will exceed $5 per bale) covering CCC reconcentrations and also 

oats : : , : a 
accept the administrative burden of filing claims against carriers and the CCC 
in order to recover freight bill costs as invoiced by CCC. In practical applica- 
tion, this means that the buyer of CCC cotton under NO-C-11 program will be 
required to divert capital, needed for the margining of inventory, to the financing 
of CCC freight bills, and also pay for the administrative cost of processing claims 
for account of the CCC. Further, the buyer must choose settlement based group 
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B on all freight bills with the inherent losses or observe the tedious and expensive 
practice of liquidating each freight bill by the double claim procedure provided in 
your regulations. In either case the principal of selling cotton under the cotton 
export program based on prices adjusted to location is destroyed when freight bill 
costs are imposed against cotton at some locations and not against others. 

This new regulation, therefore, transfers to the trade a large part of the expense 
incurred by the CCC in reconcentrating its cotton. Whatever the cost of past 
procedures to CCC, the total expense and administration will be multiplied many 
times over in dispersing this centralized operation to the trade. The added burden 
and hidden expense, if forced upon the trade, can only be borne by increasing the 
ultimate price of export cotton. This would be a particularly unfortunate de- 
velopment during a season when export demand is relatively stagnant. It is 
further believed that competitive bidding on CCC cotton at known reconcentra- 
tion points will be restricted in order to avoid the inevitable expense and difficulty 
of handling freight bills. 

Under the circumstances stated, I have been directed to respectfully request 
that you immediately rescind your regulations covering identical freight bills and 
return to the procedure of bill of lading accountability used successfully in con- 
nection with Cotton Export Programs NO-C-8 and NO-C-9. 

We regret the delay occasioned by the necessity for careful study of your regula- 
tion dated October 6, 1958. The full impact of this change in procedure is just 
now being realized. We are sure, however, that although these conclusions would 
have been more appropriate at an earlier date they will merit your usual careful 
handling and favorable consideration. 


CLARIFICATIONS IN INTERPRETATION OF CCC REGULATION DATED OcTOBER 6, 


1958, Covertne HANDLING oF IDENTICAL FREIGHT BiLLs UNDER CorTTon 
Export Program NO-C-11 


A. CCC will in fact grant reimbursement for face value of freight bills by prior 
agreement when freight bills are invalidated by the following actions of the 
purchaser: 

1. L.c.l. reconcentration by rail. 

2. Reshipment to nontransit destination by rail. 

3. By truck movement when to a destination or in a quantity which, had the 
same movement been by rail, would have invalidated the freight bill. 

The above will also be acceptable even though the purchaser has previously 
elected to take group B settlement or the entire sale—or the action was taken by 
a third party. 

B. The CCC will take a broad view of the word “‘purchaser” in order to allow 
flexibility in transferring freight bills to rights buyers even to the point of accept- 
ing carrier claim papers in the name of the rights buyer in support of claims filed 
against the CCC in the name of the “‘purchaser’’ for the difference between face 
and reshipping values of freight bills. 

C. The CCC will amend its regulation so that the “purchaser” may elect 
immediate settlement basis group B or settlement by claim after shipment by 
tag list instead of by complete CCC sale. 

D. When purchaser elects to exclude port position cotton from settlement basis 
group B, CCC will refund face value of freight bills on all cotton exported and 
adjust the remaining freight bills on basis of actual domestic shipment. This 
interpretation allows breakdown to basis of bales within tag lists. 

The CCC in arranging for the storage of loan cotton upon request of any 
compress will move cotton to a new location in order to relieve congestion and 
allow space for receiving current loan cotton. This policy is carried out as a 
service to and for the benefit of the producer. The CCC in this accommodation 
does in fact incur the transportation expense for such reconcentration. The 
freight bills covering these reconcentrations have a reshipping value under storage 
in transit arrangements with the carrier. Under past export programs the trade 
has accepted the responsibility of assisting the CCC in effecting refund transit 
value on freight bills into reconcentration points. This was done under a regula- 
tion of CCC requiring the trade to observe rail routing instructions provided by 
CCC with each sale of CCC cotton. If bills of lading in compliance with this 
regulation were not provided during a predetermined period the CCC reserved 
the right to invoice the purchaser of the cotton with these freight bills on basis 
of shipment to Carolina mill points (although this was an export program and 
reshipment to a port would have been less expensive to the buyer). The trade 
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accepted these provisions even though cotton was paid for at prices adjusted to 
location. The trade therefore feels that it has assisted the CCC in the matter 
of freight bill liquidation beyond what should have normally been expected. 

The CCC has now released a new regulation which in effect causes the invoicing 
of freight bills to the buyers of cotton from the CCC at the full amount of freight 
paid. These freight bills will have to ‘follow the cotton’’ and in fact makes 
every buyer from the CCC and every buyer from every buyer a freight traffic 
manager. In addition the trade will now have to finance the value of CCC 
freight bills without gain for itself and only in order that CCC may secure transit 
refund value on reconcentrated cotton which does not afford any advantage to 
the trade. 

This works a hardship on even large shippers having traffic departments. The 
small shipper who has neither the trained personnel, railroad tariffs, or scope of 
understanding will inevitably suffer losses which cannot even be estimated. 
Any small merchant who does not add to his export sales price a contingency to 
allow for losses which will be incurred in handling CCC freight bills will in the 
course of a season find himself in woeful financial condition. 

If the CCC with all its trained staff and excellent facilities have found that the 
liquidation of its own freight bills (even with volume movement and centralized 
control affording much greater flexibility in this technical operation) are costly 
and wasteful, imagine the plight of the small merchant who has none of these 
benefits. 

The CCC therefore is in fact passing to the trade an expensive operation which 
cannot in all fairness be so assigned. This action increases the export price of 
cotton for the entire trade and places the small merchant in a noncompetitive 
position. 

It is now understood under the cotton export program the USDA has taken 
the position that (irrespective of the sale price being adjusted to location on the 
basis of freight rate to group B) freight bills will follow the cotton without advance 
notice to the trade before bidding. (Under normal trade practices freight bills 
follow cotton but buyer must be appraised of this before purchase.) 

With the CCC this practice of freight bills following the cotton apparently is a 
new approach to an old problem whereunder the producer is required to absorb 
the freight bill on all cotton moved into storage (before loans will be approved) 
even though these freight bills could have been redeemed upon reshipment at full 
face value. 

Inasmuch as the USDA buys and sells cotton at prices adjusted to location, 
the policy of not accepting producers freight bill under the loan program but 
invoicing CCC freight bills under cotton export program is improper and inequi- 
table. The Department apparently is trying to play the middle against both 
ends. This inconsistency requires immediate correction. 
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(The following was referred to on p. 68.) 


Domestic Supplies AND DISAPPEARANCE 


Domestic supplies and disappearance, marketing years 1950-51 to date} 
[Farm-sales weight] 


FLUE-CURED TOBACCO, TYPES 11-14 
Disappearance ! 


Marketing year Produc Stocks, Supply 
tion carryover 


Total Domestic | Exports 


Million Million Million Million Million Million 
pounds pounds pounds pounds pounds pounds 
1, 257 , 485 2, 742 1, 185 f 428 
, 453 , 557 O10 ,2a9 502 
, 365 l , 244 2% 416 
272 , 209 431 
, 314 , 173 429 
, 483 " , 281 2 553 
, 423 2, 25: ¢ , 170 465 
975 2. 5 ‘ , 178 442 
, 078 2, 3 3, 386 | j 


Ow w Wwe 


JRLEY TOBACCO, TYPE & 


499 1, 000 , 499 
618 QR1 , 599 
650 1, 061 ,@ll 
564 1, 163 ,lae 
668 1, 198 , 866 
470 1, 347 , 817 
506 1, 361 , 807 
4858 1, 299 , 187 
483 1, 285 , 768 


1 Marketing year begins July 1 for flue-cured and Oct. 1 for burley. 
2 Subject to revision. Burley production based on auction market sales. 


Cigarettes: Estimates of tobacco used in cigarettes, separately for fiue-cured and 
burley, fiscal years 1950-51, to date 


|[Farm-sales weight] 


Leaf used in cigarettes 
Se ee Leaf used Cigarette 
Fiscal year (July-June) ! per 1,000 production 
Flue-cured Burley Total, all cigarettes 
types ? 


Million Million Million 

pounds pounds pounds Pounds | Billions 
1950-51... aie ; 714 407 1, 216 2. 407. 3 
1951-52. - . - oa 736 431 1, 269 3. 422. 
1952-53 - - ma tpi ei 784 446 1, 337 3. 06 436. 6 
1953-54. _ _ - sbi : ; 742 427 1, 271 : 413. 6 
1054-55_ oe aa 709 418 1, 233 3. 407. 
1955-56 _ _ - ee eral 604 421 1, 221 2. % 416. 
1956-57. .....-- as 673 426 1, 206 7 433. § 
1957-58. - .- = : 701 42] 1 ‘ 449 


1 Marketing year substituted for Burley and Maryland tabaccos. 
? Includes Maryland and imported tobaccos. 
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Cigarettes: Total consumption and per capila usage, 15 years and over, in the 
United States; averages, 1920-39, annual, 1940-58 


Per | Per 
Total | capita | | Total capita 
Calendar consump-} usage (15 | Jalendar year consump- | usage (15 
tion ! years and tion! jyears and 
over) over) 


i 
Billions | Number | Pillions | Number 
56. 9 747 nn ce x 348.5 | 3, 216 
sg ane Sas dee 98.3 949__... : See 351. 3, 210 
1930-34 Sigh eeseaee 114.7 | , 279 || 1950... ; 360. 3, 250 
1935-39. ...- wasiieeea | 157.0 | , 6 ee se aa - 5 cohen 379. 3, 408 
1940_- kita Ck aenciescnis 180. 5 , 952... . : we ae 394. 3, 509 
1941... Licata ech aoe : 2, 5s se sede 386. § 3, 412 
1942_. ‘6aebdcee | 2 32% 954_ . : sae p= 368. 3, 217 
1943... ee Bale ate 257. 4 2, 55 955. ...- ie 3 382. 3, 204 
1944_. er. a ee 38. 2, 42 956. q 2 393 3, 352 
1945... = ; 267. 2 | 2, 73+ 957... ae es 409. 3, 451 
1946... = . 321. 3, 0! 958 - . 436. ¢ 3, 626 


1947. . 


wm hoe 1 st OO 


w 


Total production of cigarettes is somewhat higher reflecting tax-free removals for exports, ship stores, 
shipments to Puerto Rico, ete. 
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(The following was referred to on p. 50:) 


Prices aT Wuicu ForEIGN COUNTRIES SELL TO THEIR CONSUMERS COMMODITIES 
PurRCHASED UNpbER TITLE I, Pusiic Law 480 


Sales of commodities to foreign countries under title I, Public Law 480, agree- 
ments are through private trade channels. Under provisions of the law, the 
U.S. Government arranges for dollar financing of the commodities whereby im- 
porting agencies may contract with private U 8. exporters for the procurement 
and delivery of the commodities. Accordingly, the U.S. Government does not 
have detailed information by country on the prices at which the commodities 
are resold in the recipient country. 

Basically, title I transactions differ from ordinary dollar transactions only in 
the mechanics of financing. Surplus agricultural commodities obtained under 
title I of Public Law 480 move into foreign consumption channels at the price of 
identical commodities obtained through dollar purchases. The supplies come 
from the same pipelines in the United States and enter foreign channels subject 
to the same price-making forces. 

Procurement procedures under title I, Public Law 480, vary by countries and 
in rare instances, by commodities within the same country. These procedures 
assume two general forms: 

(1) Issuance by the foreign government of suballocations or import 
permits to private importers. 

(2) Direct procurement by the foreign government through supply mis- 
sions, or other agencies of the State. 

Where import permits or similar authorizations are granted to private importers, 
the subsequent commodity transaction is directly between the foreign importer 
and the U.S. supplier. In such instances, and in countries where import permits 
are normally required, a Pubiie Law 480 transaction is identical to a normal dollar 
transaction. Therefore, the price of the Public Law 480 commodity to the foreign 
consumer is subject to the same factors which determine the price for the identical 
commodity when imported through normal financing methods. 

Where there is direct procurement by the foreign government through supply 
missions or other agencies of the State, the price of the Public Law 480 commodity 
to the foreign consumer is determined by the Government based either on (1) the 
current prices for the commodity produced domestically, (2) cost of imports from 
other sources, or (3) on a fixed seale of prices set by the Government. In countries 
following this type of procurement and sale practice, it is possible that Public 
Law 480 commodities may be sold at prices in local currencies either higher or 
lower than their cost. Sales at prices higher than their cost may occur in some 
cases where the official rate of exchange of the local currency to the U.S. dollar is 
lower than the free market rate of exchange. Sales at prices lower than their 
dollar cost may occur in some cases where the Government subsidizes the cost of 
agricultural products to its consumers in order to keep the cost of living from 
rising. 

In some cases where it has become apparent that the Government is selling 
commodities acquired through financing under Public Law 480 agreements at 
prices higher than their cost, such as to result in a profit to the Government on 
the transaction, the U.S. Government has undertaken to induce the Government 
to institute corrective measures. 

Examples of procurement and sale practices of a number of countries and 
com modities for which we have information are given below. 


COLOMBIA 


Wheat: At the time a 3-year wheat agreement was being considered, the price 
of wheat in Colombia was too high to encourage expanded consumption. In 
order to insure that the low price of Public Law 480 wheat would be passed on to 
the users by the Colombian Government wheat purchasing agency, a price stabil- 
izing provision was included in the April 16, 1957, Public Law 480, agreement 
with Colombia. This is the so-called ‘‘blend price’’ provision and requires that 
all wheat imported from the United States be sold at a price at least as low as the 
average of the c.i.f. cost of commercial imports, plus taxes, fees, and other charges 
and the c.i.f. cost of the title I wheat without such taxes, fees, and charges. The 
provision also applies to flour imports from the United States. In effect this 
means that all imports of wheat and flour from the United States are sold at a 
blended lower price insuring that the advantage of the low price is passed on 
to the users and that there is no discrimination against commercial purchases. 
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Furthermore, this blend price has contributed to stabilizing the price of wheat 
at a fairer level relative to prices of other commodities which have been tending 
to increase. As a consequence, during the period of this agreement, there has 
been a considerable expansion of consumption of wheat in Colombia from 225,000 
tons in 1956-57 to approximately 272,000 tons estimated for 1958-59. 


FRANCE 


Tobacco: The tobacco industry in France is controlled and operated by a 
tobacco monopoly. The monopoly has an official stationed in the United States 
who selects and purchases France’s requirements of U.S. tobacco from U.S. 
exporters. Purchases under Public Law 480 are made in the same manner as 
dollar purchases. There is no import duty on U.S. tobacco sold to France. 
However, France does make only limited dollar allocations for purchases of 
U.S. leaf. There is no resale or markup on the price of U.S. tobacco prior to 
manufacture. U.S. tobacco is blended with French and other imported tobaccos 
into tobaceo products which are sold at competitive prices to consumers. 





INDIA 


The Government of India controls the importation and distribution of food 
grains, including grains financed under title I, in an effort to obtain equitable 
distribution at reasonable vrices. 

All food grains imported by India under title I are bought and shipped by the 
Indian supply mission located in Washington on the account of the Government 
of India. The Government of India establishes the wholesale price which is 
often subsidized for the sale of these commodities through “fair price shops.” 
These are retail stores approved by the State governments for food distribution 
and are subject to inspection by the Central and State Governments. In many 
of the States family identity cards are used to insure distribution at fixed prices 
to ultimate consumers. 

Indian wholesale prices of title I food grains are often subsidized. For example, 
during the period July 1956 and June 1957, the wholesale price of rice at Caleutta 
was $40 to $50 a ton less than the C. & F. price of title I rice. 

Owing to unusual scarcity of food grains in the State of Punjab early in January 
1959, the prices of locally grown wheat in that State, in New Delhi, and in the 
entire Federal area of Delhi rose from around 19 rupees per maund ($2.92 per 
bushel) to over 24 runees per maund ($3.68 per bushel). To alleviate the situation, 
the Central Government increased the flow of imported wheat to Delhi and Punjab, 
where this wheat was made available in fair-price shops at 14.5 rupees per maund 
($2.23 per bushel). 

ISRAEL 


The Israel supply mission in New York buys and ships title I commodities for 
the account of the Government of Israel. The Israel Ministry of Commerce and 
Industry sells these title I commodities to millers, processors, and/or wholesalers 
at controlled prices, which, under Israeli Government policy, are at or below cost. 
In cases where commodities are sold at prices below cost losses are absorbed by 
the Government. The Ministry controls the foreign exchange expenditures, 


domestic prices, and the distribution of foodstuffs as the supply and demand } 
situation may warrant. This service givés the assurance that imports (including ' 
title I and title I-type commodity) are sold to the people of Israel at reasonable 
prices. i 
ITALY i 


Cotton: In Italy, the Government subauthorizes dollar credits made available 
under Public Law 480 agreements to Italian textile mills. The mills then buy 
directly from agents of U.S. suppliers, thereby obtaining U.S. cotton at the cheap- 
est possible price to the mills direct. 


PAKISTAN 


The commercial secretary of the Pakistan Embassy in Washington buys and 
ships title I wheat and rice for the account of the Government of Pakistan. 
These commodities are sold by the Government at fixed prices. 

Wheat, rice, and white sugar are the only three commodities which the Gov- 
ernment imports and sells at fixed prices. These products are produced in the 
country but imports are needed to cover shortfalls in domestic requirements. 
All domestic wheat offered for sale must be sold to Government-appointed buying 
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agents at fixed prices. All stocks held and movement of wheat must be under 
Government permission. 

With regard to profits made by the Government of Pakistan through state 
trading operations, our agricultural attaché reported in June 1958 that “Gen- 
erally, the Government breaks even in her monopoly operations of domestic 
procurement and distribution of rice and wheat. It has to subsidize the price 
to some extent on imported wheat and rice.” 


SPAIN 


Cotton: Spanish imports of cotton under title I are handled on exactly the same 
basis as nontitle I imports. In both cases, the cotton is imported by the National 
Cotton Center and the profits made go to the Spanish Treasury. A large per- 
centage of these profits are used for the benefit of the Spanish cotton textile 
industry. Strenuous efforts have been made to get the Spanish Government to 
change its practice of selling cotton acquired under Public Law 480 and section 402 
of Public Law 665 to Spanish textile mills at a significantly higher price than the 
Spanish Government pays U.S. exporters for it. We have repeatedly remon- 
strated with the Spanish Government to change this practice. We have done 
this at the time of negotiation of the title I agreement, and have sent special 
missions to Spain. Through both of these means and through continuing diplo- 
matie pressure, we have tried to get the Spanish to (1) allow Spanish mills to buy 
cotton directly from U.S. exporters, (2) allow Spanish mills to buy at a lower price 
so that the Spanish Government would no longer make a profit on cotton imported 
under U.S. Government programs. So far the Spanish Government has not agreed 
to make these changes. 

Fats and oils and other feed grains: These commodities are sold in Spain at 
prices fixed at each stage of the distribution process including processors and the 
retail consumer. Prices for feed grains are set, based on the Spanish Govern- 
ment’s domestic support prices. Soybean or cottonseed oil prices are based on 
the consumer retail price. 

As these commodities are purchased and imported by the Spanish Government 
agency, the cost varies with changes in U.S. f.o.b. prices, so that at some times 
the Spanish Government agency may sell to Spanish users at somewhat less than 
it paid; at other times, it may sell at somewhat more than it paid. If it sells at 
more than it paid, the excess goes into an equalization fund which is maintained 
to reimburse the Spanish agency for occasions when it sells for less than it paid. 


(The following information was referred to on p. 120:) 
MARKETING RESEARCH AND AGRICULTURAL ESTIMATES 
ECONOMIC AND STATISTICAL ANALYSIS 
FISCAL YEAR 1956 


Agency estimate (submitted to Office of Budget and Finance on 
MGY' 27, 1OG48)< ose deeax nus cise cheat ete See ee Lee a +$185, 000 


Explanation of proposed agency increase 

The proposed increase would provide for strengthening and expanding statis- 
tical analyses and data relating to farm expenditures, as well as farm population 
and employment. A comprehensive survey of farmers’ expenditures is badly 
needed as a check on the accuracy of expenditure weights used in calculating the 
parity index. The weighting pattern for practically every other major Govern- 
ment index has been revised since World War II and our basic expenditure data 
are subject to an increasing amount of criticism, both from statisticians and 
farmer representatives. At the same time such an expenditure survey is also 
badly needed as a base for revising and improving our farm expenditure and net 
farm estimates by States and as a nation. This would also be very useful in con- 
nection with the farm management and costs work carried on by the Agricultural 
Research Service. A detailed analysis of data concerning farm population and 
farm employment, based upon expanded and redesigned sample surveys conducted 
by the Census Bureau, would improve the accuracy of estimates of per capita 
farm income and other per capita series, and provide trends and year-to-year 
changes in farm income. A firm estimate of farm population and farm employ- 
ment is basic to economic analyses, program planning, and operations in produc- 
tion, marketing, and other agricultural activities. 


38913—59—pt. 1——14 
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Early in August 1954 certain agencies of the Department (including AMS) 
were informally requested to submit to the Department estimates showing how 
they would distribute each of several alternative amounts. The following data 
were submitted by AMS for the item ‘‘Economic and statistical analysis’’: 


Alternative amounts for AMS of whieh economic and statistical analysis is a part 


Priority, Priority, Priority, Priority, 
$27,220,000 $24,625,000 $24,000,000 $23,000,000 


Economic and statistical analysis + $185, 000 +$300, 000 +-$150, 000 | 0 
a) For comprehensive surveys of farmers’ | 
expenditures to provide up-to-date | 
information which is badly needed 
as a check on the accuracy of expendi- 
ture weights used in caleulating par- 
ity index. The weighting pattern 
for practically every other major Gov- 
ernment index has been revised since 
World War II and agriculture’s basic 
expenditure data are subject to an in- 
creasing amount of criticism, both 
from statisticians and farmer repre- 
sentatives. Such expenditure sur- 
veys are also badly needed as a base 
for revising and improving farm. ex- 
penditure and net farm income esti- 
mates by Statesand asa Nation. The | 
survey data would also be very useful 
in connection with the farm manage- 
ment and costs work carried on by the | 
Agricultural Research Service An | 
increase of $300,000 would provide the 
total funds necessary to conduct si- 
multaneous surveys on production 
and farm family living expenses. 
Under this proposal, $200,000 of the 
increase would be carried in the 
budget as a nonrecurring item ; (+300, 000) 
With an increase of $150,000, the work 
during fiscal year 1956 would be 
limited to a survey of production 
expenditures. Under this proposal 
the survey of farm family living ex- 
penditures would be conducted 
during a subsequent period (+135, 000 (+150, 000) . 
{b) For a detailed analysis of data concern- 
ing farm population and farm employ- 
ment, based upon expanded and re- 
designed sample surveys conducted 
by the Census Bureau, which would 
improve the accuracy of estimates of 
per capita farm income and other per 
capita series, and provide trends and 
year-to-year changes in farm income 
A firm estimate of farm population 
and farm employment is basic to eco- 
nomic analysis, program planning, 
and operations in production, market- 
ing, and other agricultural activities (+50, 000) 


Department estimates, submitted to Budget Bureau Sept. 15, 1954 $300, 000 
Explanation of proposed increase: 


For revision and improvements of farmer expenditure estimates used in calculating 
the parity index 

Need for increase-—There is an urgent need for up-to-date information on 
farmers’ expenditures to provide a check on the accuracy of expenditure weights 
used in calculating the parity index. It is important that this index be as accu- 
rate as possible inasmuch as it is required by legislation to be used in the estab- 
lishment of price support programs which directly affect farmers. The weighting 
pattern for practically every other major Government index has been revised 
since World War II and agriculture’s basic expenditure data, which reflect pre- 
World War II spending patterns, are subject to an increasing amount of criticism, 


both from statisticians and farmer representatives. tevised data are also badly 
needed as a base for revising and improving farm expenditures and net farm 
income estimates by States a.d for the Natio.i as a whoie. The revised exyendi- 


ture data is also needed for use in connection with the production eco ionies work 
of the Department. 
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Plan of work.—Comprehensive surveys would be conducted simultaneously in 
some 300 counties to obtain data relating to farmers’ production expenditures 
and farm family living expenditures from about 10,000 farm families; $200,000 
of the proposed increase would be nonrecurring. 

The original budget allowance, received in a letter dated November 24, 1954, 
from the Director of the Bureau of the Budget, eliminated the increase requested 
for this item. 

The Secretary, in a letter of December 3, 1954, requested the Director of the 
Bureau of the Budget to reconsider certain items which had not been provided 
for in the budget allowances. Following is an excerpt from the attachment to 
this letter explaining the desirability of the requested adjustments: 

“The reduction of $300,000 below the Departmeni’s request for economic and 
statistical analysis eliminates the increase proposed for improving the accuracy 
of the estimates of farm production expenses, and the expenditure weights used in 
calculating the parity index. Accurate estimates of farm production expenditures 
and net farm income are essential in appraising the economic situation in agricul- 
ture. Rapid changes have occurred in farm practices and technology in recent 
years which need to be accurately reflected in the farm cost structure. Moreover, 
the weighting pattern for practically every other major Government index has 
been revised since World War II. Agriculture’s basic expenditure data which 
reflect pre-World War II spending patterns are subject to an increasing amount 
of criticism. The parity index should be made as accurate as possible, as early 
as possible, because of its required use in the establishment of price support levels 
directly affecting the farmer.” 


Budget estimate as finally approved and included in the 1956 
budget _ _ _- 


Explanation of proposed increase: 

Need for increase.—There is an urgent need for up-to-date information on 
farmers’ expenditures to provide a check on the accuracy of expenditure weights 
used in calculating the parity index. It is important that this index be as accurate 
as possible inasmuch as it is required by legislation to be used in the establishment 
f price support programs which directly affect farmers. The weighting pattern 
for practically every other major Government index has been revised since World 
War II] and agriculture’s basic expenditure data, which currently relate to 1937-41 
pre-World War II spending patterns, are subject to an increasing amount of 
riticism, both from statisticians and farmer representatives. Revised data are 
also badly needed as a base for revising and improving farm expenditures and net 
farm income estimates by States and for the Nation as a whole. The revised 
expenditure data is also needed for use in connection with the production economics 
work of the Department. 

Plan of work.—Comprehensive surveys would be conducted simultaneously in 
some 300 counties to obtain data relating to farmers’ production expenditures and 
farm family living expenditures from about 10,000 farm families. The data 
obtained through these surveys would be tabulated and analyzed to determine 
what revisions would be required in the weighting pattern for calculating the 
parity index and for improving estimates of production expenses; $185,000 of the 
proposed increase, which represents primarily the cost of collecting the data would 
be nonrecurring. 

Excerpt from 1956 House hearings (pt. 3, p. 1059): 

“Mr. WeE.Ls. I will start to discuss this $285,000 item under ‘Agricultural 
economies.’ 


“INCREASE PROPOSED FOR FARMER EXPENDITURE ESTIMATES 


“The budget request, Mr. Chairman, for funds for work in our Agricultural 
Economies Division contemplates for the regular work which we do in this Divi- 
sion the same amount as last year. However, the budget does include an item 
of $285,000 which is carried under this particular project and which is designed to 
allow us to collect up-to-date information on farmers’ expenditures, which would, 
in turn, be used to reweight or provide for revision of the weighting system of the 
parity index. 

“This index ineludes goods used in farm family living and farm production, 
including allowances for interest rates on farm mortgages, for taxes on farmland, 
and wages to hired farm labor. 

“It is the only major index of the Federal Government with which I am 
acquainted that has not had its weighting pattern revised or brought in line 
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with current practices since the end of World War II. The current parity index 
is based on one set of weights which we used until 1924 or 1925, at which time 
we introduced allowance for tractors, motortrucks, and gasoline; in other words, 
for mechanized farming. We carried that set of weights from 1924 into 1935, 
and about the end of World War II, 1946, we did shift to a 1937-41 weighting 
pattern. 

‘“‘We feel that the pattern of expenditures for farmers has changed materially 
since 1937-41. We have been moving rapidly toward a more mechanized agri- 
culture and the farm family living pattern has changed more nearly to that of 
nonfarmers. This proposal is simply to allow us to apply good statistical 
methodology in order to get the best index we statistically know how to calculate. 

“T want to make it clear that this is not a proposal to revise the partiy formula 
which is fixed by legislation. This is not a proposal to provide for shifting from 
the base period of 1910 to 1914 or to otherwise change the general method of 
ealculating the parity index or parity prices. 

“It is a proposal for a survey of farmers’ expenditures to provide a more accurate 
set of weights for measuring changes over the next several years. We will change 
the revised calculations into the current index as now calculated sometime | 
should think, in the period 1947-49. The weights for such an index as this should 
be reviewed and brought to date about once every 10 years. 

“T cannot, as a statistician, tell you whether this would raise or lower the 
parity index. It might change it a slight bit, but to go ahead and do it now 
instead of several years later is preferable. It will give a more accurate measure 
of current changes and it will prevent a considerable amount of statistical criticism 
for the way the index is now being handled. 

“Also, this farm production that we have had will give us a much better base 
for estimating farm production expenditures, both for the Nation and for the 
various States, in counection with our recent studies of our farm income standards. 

“The $285,000, Mr. Chairman, would not be a recurring item, although it is 
possible that we would ask for as much as $100,000 in the following fiscal vear, in 
order to finish the tabulation and analysis work that would be involved.” 


House bill, 1956 pee ests ead paca aires ev be elie aa Ben che Saco + $285, 000 
Excerpt from 1956 Senate hearings (p. 353): 


“NEED FOR REWEIGHTING PARITY INDEX 


“Senator ArkEN. You have asked for additional funds with which to determine 
the proper weighting of the various ingredients which go into the determination of 
parity? 

“Mr. WELLs. Yes. 

“Senator RusseELL. Have they been getting out of line considerably? 

“Mr. We tts. It is not so much a question of their getting out of line, as making 
a correction now so that they will not get out of line over the next several years. 

“‘We have asked for an increase of $285,000 to conduct a survey of farmers’ 
expenditures over the United States in order to find out the quantities of com- 
modities that farmers buy, chiefly for farm production items, but we are also 
interested in commodities used in farm family living. It is good statistical prac- 
tice to reweight a price index such as our parity index at least once every 10 years. 
The parity index is the only major Federal statistical index that has not been 
shifted to a postwar weighting basis since the end of World War II. 

“This is not a proposal to change the parity formula o1 to shift the parity base, 
but simply to revise the weighting which we have done twice in the past, in order 
that we may say that the index of prices paid by farmers, or, as it is more com- 
monly called, the parity index, is the best statistical index that we are able to 
calculate. It might lower the index slightly. It might raise it slightly. I do 
not know, but it would allow us to say that we have a set of weights in line with 
current farm expenditures. 

“Senator AIKEN. This could not change parity value much. 

“Mr. Wats. No; it will not. It is chiefly a question of saying that we are 
keeping our indexes in line with good statistical theory and in line with the 
general practice that is used in Government for similar indexes. Again, this is the 
only major index of its kind that does not have a postwar weighting introduced. 
The last time we shifted, you may remember, Senator Russell, we shifted to 
1937-41 weights from 1924-29 weights. Farming practices have changed very 
materially since 1937-41. 

‘‘Now, may I say perhaps an even more important purpose of this expenditure 
survey has to do with strengthening our farm income estimates, by States and 
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for the United States. Congress last year gave us $75,000 to estimate each 
year not only the gross value of farm products and cash receipts by States but 
also to estimate production expenditures and net farm income by States. Now, 
this production expenditure survey can be carried forward in enough detail to 
give us quite a bit of material by regions which will substantially strengthen both 
out national and our State estimates of production expenditures and our State 
and national net farm income series. 

“The $285,000, I may say, is not a continuously recurring item. We would 
ask for $85,000 or $100,000 only next year to analyze the survey materials and 
do the necessary statistical work.” 


Senate bill and appropriation act, 1956..........-............. + $285,000 


Subsequent to the enactment of the 1956 Appropriation Act it was necessary to 
make an adjustment to provide funds for reinstating the July crop reports on 
popcorn and honey products, pursuant to the directive in the House committee 
report that a portion of the increase provided under the appropriation be so used. 
Of the total of $27,000 allocated for this purpose, $8,000 was taken from the 
amount previously budgeted for the work on farmers’ expenditure estimates. 
On this basis, the inerease actually provided for improvement of farmers’ expendi- 
ture estimates was $277,000 rather than $285,000. 


FISCAL YEAR 1957 


Agency estimate (submitted to Office of Budget and Finance on May 


OR: SOAR se tach dw iamebcweiae aon Didocauvavenen —$177, 000 


Explanation of proposed agency decrease: 

The 1956 budget included an increase for revision and improvement of farmers’ 
expenditure estimates to provide up-to-date expenditure weights for use in cal- 
culating the parity index. This increase included funds for conducting surveys 
to obtain data relating to farmers’ production expenditures and farm family 
living expenditures. The collection of this data will be completed in fiscal year 
1956. Funds applicable to the collection of this data are therefore reflected as a 
proposed decrease. 


Department estimates, submitted to Budget Bureau Sept. 30, 1955... —$177, 000 


The following is an explanation of the decrease: 

The 1956 Appropriation Act included an increase of $277,000 for revision and 
improvement of farmers’ expenditure estimates to provide up-to-date expenditure 
weights for use in calculating the parity index. his increase ineluded funds for 
conducting surveys to obtain data relating to farmers’ production expenditures 
and farm family living expenditures. The collection of this data will be completed 
in fiscal year 1956. As the cost of tabulating, analyzing, and possible supple- 
mental checking of these data will be materially lower than the original collection 
cost, a reduction of $177,000 is recommended. 


Budget estimates received in a letter dated Dec. 21, 1955, from the 
Director of the Bureau of the Budget_._.._....-------..------ — $177, 000 


Explanation of proposed decrease: 

The 1956 Appropriation Act included an increase of $277,000 for revision and 
improvement of farmers’ expenditure estimates to provide up-to-date expenditure 
weights for use in calculating the parity index. This increase included funds for 
conducting surveys to obtain data relating to farmers’ production expenditures 
and farm family living expenditures. The collection of this data will be completed 
in fiscal year 1956. As the cost of tabulating, analyzing, and possible supple- 
mental checking of these data will be materially lower than the original collection 
cost, a reduction of $177,000 is recommended. 


House and Senate bills and appropriation act, 1957 _....---------- — $177, 000 


Marcu 14, 1958. 
To: O. V. Wells, Administrator, Agricultural Marketing Service. 
From: B. R. Stauber, Chief, Agricultural Price Statistics Branch, Agricultural 
Estimates Division. 

Subject: Parity index revision: Major policy decisions involved. 

Pursuant to recent discussions in your office this will summarize the major 
policy decisions required for the revision of the parity index, together with avail- 
able or pertinent data bearing thereon. 
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The expenditure survey for 1955 makes available the most extensive informa- 
tion ever available regarding farm expenditures and permits consideration of 
several issues which heretofore have either been largely academic or well beyond 
the limits of accuracy of the data available. 

Provisional index computations are presented, based on the allocation of expend- 
iture items as set forth herein, using the current group indexes. Some of the 
expenditure allocations might be made differently, and there are several questions 
relative to handling items or commodity groups not now in the index. Final 
decisions regarding these questions will, of course, have some effect upon the 
resultant index, and some differences may develop for the various group indexes 
as a result of the new weights and some commodity changes. For several reasons, 
therefore, the indexes presented herein are provisional and preliminary in character. 


I. BASIS FOR GROUP WEIGHTS 


To begin with, we have the aggregates and per farm expenditures for production 
purposes made by farm operators, by landlords, and for the whole farm as included 
in table 12 of the forthcoming publication ‘““Farm Expenditures by Regions, 1955,”’ 
together with farm operator families’ living expenditures, total and per farm, as 
presented in table 17. Our worksheets contain much additional detail, and have 
made it possible to break both the living and production expenditures into the 
three economic classes of farm categories used in designing the original sample, 
and to make certain other necessary adjustments. 

The expenditure categories as carried in the published tables are not consistent 
with the component groups of the index of prices paid by farmers including 
interest, taxes, and wage rates, and it has been necessary therefore to make two 
major types of adjustments: 

(a) Toreassign several groups of expenditures into the index categories; and 
(b) To expand the totals arrived at in (a) above so as to allow for the 
expenditure items which do not fit into any of our current index subgroups. 

With respect to (a) the reassignments of living expenditures are as follows: 

(1) Aleoholie beverages to food and tobacco. 

(2) Fuel, refrigeration service, laundry supplies, personal care materials, 
reading matter, and education to household operation. 

(3) Radios, TV, and musie to household furnishings. 

(4) Cost of dwellings built or bought; settlement cost; fire, hail, and wind- 
storm insurance; rent; repairs; replacement; alterations and additions t« 
dwellings; and other housing expense to building materials for house. 

(5) Transportation expense to autos and auto supplies. 

Out of total farm operator expenditures for living purposes of $15,749 million, 
we come up with $12,661 million of allocated items and $3.088 million unallocated 
Of the $12,661 million expenditure for allocated items, $186 million were for taxes 
on farm residences and assigned to the farm real estate tax component. A total 
of $95 million was for mortgage interest on farm dwellings and assigned to the 
“Interest”? category. This left $12,380 million expended by farm operators for 
allocated commodities and services, other than real estate taxes, and mortgage 
interest on real estate used for living purposes. Accordingly, for ‘‘all farms’’ each 
living category per farm has been expanded in the ratio of 


$15,468,000,000__ 


9492 

$12,380,000,000 santa 
to arrive at levels of equivalent expenditures for each index category such that 
the total of the index categories will be the same as the total indicated by the 
survey, namely, $15,749 million. The more important of these unallocated living 
expenditure groups are medical care, $1,144 million, or 7.4 percent of the total 
family living expenditure; recreation, $328 million, or 2.1 percent; and cash gifts 
and contribution, $523 million, or 3.4 percent; and personal insurance, $409 million, 
or 2.6 percent. Except for radios, radio-phonographs, and TV sets, we have no 
index components and no price series to represent these groups. Radios, radio- 
phonographs, and TV sets are elements of the recreation group in some cate- 
gorizations, but they have been traditionally considered as household furnishings 
in the parity index classification. 

In addition, to put the operator family expenditures on a per farm, rather 
than a per family level, the expanded totals for each index category of all farm 
operators have been multiplied by 1.0102 to adjust for the fact that for the B 
(family living expenditures) sample, there were an average of 101.02 operator 
families per 100 farms, reflecting partnerships and other multiple-family farms. 
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With respect to production expenditures, assignments to index eomponent 
groups are as follows: 

Farm business share of— 

(1) Petroleum fuels and lubricants and other operating expenses (less 
implement repair) for automobiles, trucks, and tractors to motor supplies. 

2) Operating expenses for other machinery and implements to farm 
machinery. 

(3) Farm building (other than house) and fencing construction and repair, 
feedlot and floor construction and drainage tile line cost to building and 
fencing materials, other than house. 

(4) Marketing containers, hand tools, water facilities (farm business share) 
livestock equipment, pesticides, poultry feeders, power tools and welders, to 
equipment and supplies. 

Of the total production expenditures of $19,974,654,000, by operators exclusive 
of interest on farm mortgage indebtedness, and taxes on farm real estate, and wages 
for hired labor, a total of $16,295,621,000 has been allocated to index categories 
leaving $3,679,033,000 unallocated. Accordingly, for all farms, each index 
eategory has been expanded in the ratio of 

$19,974,654,000 _ 


ec teeeel ~ == ] 2958. 


$16,295,621,000 ~~~ 


to arrive at levels which sum to $19,974,654,000, the total of production expenses, 
other than interest on farm mortgage indebtedness, taxes on farm real estate, and 
wages to hired farm labor, paid by farm operators. 

The principal unallocated groups among the production expenditures are 
machine hire and custom rates, $566,857,000, or 2.8 percent of all productive 
expenditures; marketing expenses for crops and livestock, $508,759,000, or 2.5 
percent; cash rent and irrigation, $514,171,000, or 2.6 percent; and insurance 
$154,902,000, or 0.8 percent. 

Instead of using the data from the expenditure survey on mortgage interest and 
taxes on farm real estate, we have used what are generally regarded as more 
satisfactory series; namely, those currently and historically prepared by the 
Agricultural Research Service. These items (interest and taxes on farm real 
estate) as well as wages paid to hired labor, have been included separately from 
the commodity categories as heretofore. 

The above discussion relates to table IIT, and to all farm operators’ expenditures. 
Corresponding adjustments, using factors as indicated in table footnotes, have 
been made for each of the economic class groups and in the remaining tables. 

At this point the following pertinent question may be raised: Does the Depart- 
ment wish to handle the unallocated expenditures substantially as indicated 
above, or is it desired that additional index groups be established to measure such 
major groups as medical expenditures, marketing costs, custom rates, insurance, 
non-real-estate taxes, and cash rent and irrigation? These categories account for 
about 9 percent of total farm expenditures. (For this comparison I am lumping 
the operator’s expenditures for production and living together.) If the answer 
to the second question is in the affirmative it will be necessary to undertake the 
collection of several additional categories of price data over and above those 
currently collected. 

The next step has to do with combining living and production expenditures into 
comparable totals. A problem is presented by the fact that living expenses as 
collected in the expenditure survey relate only to farm operator families whereas 
production expenditures are available relating to farm operators, to landlords, 
and to the farm as a whole (the sum of expenses paid by operators and those paid 
by landlords. The question is posed, therefore, as to whether— 

(a) The parity index should relate to farm operators only, in which case 
farm operator expenditures for production would be combined with living 
expenditures for farm operators’ families; or 

(b) The parity index should relate to living expenditures for farm operators 
and to production expenditures for the whole farm; i. e., including landlord 
expenditures; or 

(c) The parity index should relate to the farm as a whole. in which case 
some kind of adjustment of the farm operators’ living expenses would seem 
appropriate to place these expenditures on a level comparable to production 
expenditures for the whole farm. As a provisional approach to such an ad- 
justment, the several index categories as presented for all farm operators 
have been inflated by the ratio of total production expenditures other than 
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interest on farm mortgage indebtedness, taxes on farm real estate, and wages 
paid to hired farm labor, to comparable operators’ production expenditures, 
that is by 
$21,140,310,000 
$19,974,654,000 

These three concepts are presented in tables III, IV, and V, respectively. 

Should the decision favor (a) above, consideration might well be given to in- 
corporating a cash rent series into the parity index. However, this would require 
revising the index historically, whereas there is something to be said for confining 
this pending revision to an adjustment of weights, particularly in view of the 
prospect that Congress may at some not too distant date discard the 1910-14 
base in favor of a more recent base period. Neither proposition (b) nor (c) 
appeals to me as particularly logical. Proposition (a), either with or without the 
addition of a cash rent component, seems preferable since cash rent represents only 
about 1 percent of total farm operator expenditures, whereas certain other groups, 
for example, medical expenditures, amount to more than twice that amount. 

For the first time differentiation of expenditures by economic class of farm is 
possible, and in tables III, IV, and V we have presented a breakdown for the 
three economic class categories used in designing the expenditure survey sample. 
The first category relates to economic classes I and II; namely, farms with value 
of farm products sold in excess of $10,000. The second group relates to economic 
classes III to V; namely, farms with value of product sold between $1,200 and 
$10,000. The third category relates to those farms with sales of less than $1,200, 
and includes part-time, residential, and abnormal farms. 

For convenience of reference, table VII presents the weights and related expendi- 
ture patterns as used in the index heretofore. In table IV the living expenditure 
data (at least for 1937-41) were based on family surveys, and in all liklihood repre- 
sented farm-operator families. The production expenditures relate to the farm 
as a whole, inasmuch as the basis for a satisfactory operator-landlord distinction 
was not available. The wage rate weights refer to expenditures for hired labor 
for the farm. Table VII, therefore, is essentially comparable to table IV in 
concept. 

One of the first points that stands out in a comparison of table VII with tables 
III, [V, or V is that the level of expenditure in 1955 is of the order of five times 
that of 1937-41. On the other hand, the index of prices paid, interest, taxes, 
and wage rates in 1955 was only about 3)4 times the average for the period 1937-41. 
Thus, expenditures in 1955 were of the order of 5 times, but prices only 3% times, 
1937-41. In light of the fact that the expenditure survey on which the 1937-41 
data were based was quite possibly less inclusive than that of 1955, and moreover 
that quantities of purchases have doubtless expanded since 1937-41, this relation- 
ship is probably not surprising. 

A second point that stands out sharply is the differential distribution of expendi- 
tures for farms in the several economic class groups. In this connection it may 
be noted that the farm classification is that of the census, based upon 1954 sales, 
but the expenditures are those of 1955. 

For all operators (table III), the percentage distribution of expenditures by 
major categories was as follows: Living, 39.7 percent; production, 51.7 percent 
(living and production commodities combined, 91.4 percent); taxes, 1.2 percent; 
interest, 0.8 percent; and wages to hired labor, 6.6 percent. 

For farm operators in economic classes I and II, living expenditures accounted 
for 22.6 percent; production, 63.8 percent (or a total of 86.4 percent); taxes, 1.3 
percent; interest, 0.9 percent; and wages to hired labor, 11.4 percent. For farm 
operators in classes III to V the breakdown was living, 41.9 percent; production, 
51.4 (93.3 percent for all commodities); taxes, 1.4 percent; interest, 0.9 percent; 
and wages to hired labor, 4.4 percent respectively. Finally for the remaining 
group, living expenditures accounted for 68.9 percent of all expenditures; produc- 
tion, 28.1 percent (or all commodities 97 percent); taxes, 0.7 percent; interest, 0.5 
percent; and wages to hired labor, 1.8 percent of all expenditures. 

It will be recalled that according to the 1950 census, farms in economic classes 
I and II accounted for 50.8 percent of the value of all farm products sold in 1949, 
classes III to V accounted for 44.4 percent, and the remaining group accounted 
for 4.8 percent of the value of all farm products sold. The 1954 census reported 
that farms in economic classes I and II accounted for 58.2 percent of the value of 
all farm products sold, farms in classes III to V accounted for 38.3 percent; and 
the remaining farms accounted for only 3.5 percent of the value of all farm prod- 
ucts sold. 


= 1.0584. 
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The relationship of the several economic groups to expenditure and production 
patterns may be seen more clearly by considering the following two tables. 


TABLE I.—Farm operators: Expenditures for living and production, 1955, by 
economic group 


{Million dollars} 








| Living Production 
DRM CHUN BUN Bhi os chsh gon nnch senneesasitanes sneenehesenanvennp ed 3, 252 9, 553 
SD GN BEE OO F a nk cn ctcenos cccccocsbodecbucnstcacege sauesesoowuene | 6, 803 8, 258 
Heonomitc class Vi, et0. 2. -.2-.-2- 225.2 et win eo. eto ese SGU Slee shvea gts 5, 413 2, 164 
Re te ee. SL eh A) ee eee | 15, 468 | 19, 975 








1 Not including interest on farm mortgages, taxes on farm real estate, and farm wages. 
Source: 1955 farm expenditure survey. 


Tare II.—Percent distribution of number of farms, value of farm products sold, 
expenditures for living, and expenditures for production other than interest, taxes, 
and wage rates; by economic class groups 


| 








| 
Number of | Value farm Expendi- Expendi- 
Economic class of farm | farms! products |_ tures for tures for 
sold! | living? | production 4 
a sinnitemtincteatacnisinraitneena . aapnenes fininistiopmematnl | aacintatesiaa -| a ecient canaaaeaasienantietaladintoey 
Sieh hn ie ar 12.2 | 58.2 21.0 | 47.8 
Se ha Rin eee See 47.7 | 38.3 44.0 | 41.4 
WEE OU escccntcarernns Jcvnk-| 40.1 3.5 | 35. 0 10.8 
MD I sins srt tiincpareees tor itch 100.0 | 100. 0 | 100. 0 | 100. 0 
1 


11954 Census of Agriculture.”’ 
2 Based on 1955 survey of farm expenditures (data relate to 1955), but farms classified on basis of 1954 sales 
data, 


It will be noted that the farms which account for only 3.5 percent of sales of 
farm products account for 35 pereent of expenditures by farm operators for 
living but for only 10.8 percent of expenditures for production, other than interest, 
taxes, and wage rates. 

This poses the question as to whether the Department should permit farms 
which contribute so little to farm production to exert a disproportionate influence 
upon the weighting pattern for the parity index as would be the case if the index 
weights are derived from the all farm operator (or all farm) columns in either 
tables III, IV, or V. If farms in economic class VI, and the noncommercial farms 
were to be eliminated from the weighting pattern, on the basis that they contribute 
only insignificantly to sales and participate only trivially in production or mar- 
keting programs, the relative effect of living expenditures would be decreased 
from the all farm basis, and would come closer to representing expenditure patterns 
for the farms which are contributing consequentially to farm output. 


2. LINK DATE 


The date at which the index with revised weights is linked to the current index 
should presumably fall somewhere between the previous period from which 
weights were derived (1937-41) and that from which the new weights are derived 
(1955). Moreover, the 1937-41 weights may appropriately be used as long as 
they approximately represent the general expenditure pattern which the index 
purports to measure, and the new weights should be used as soon as they are more 
nearly representative. 

The two major commodity components, living and production, moved fairly 
closely together, as indicated in figure 1 from late 1937 to early 1944, and rose 
sharply, with prices of living items generally above prices of production items 
until 1948, at which time they closed together. Both dipped in 1949, and again 
rose together to 1951, spreading slightly with prices of production goods on the 
high side in 1951 and early 1952, and prices of living goods on the high side by 
around 5 points from mid—1948 to early 1950. As of September 1952 both indexes 
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were together, after which sagging feeder livestock and feed prices carried the 
production index down 20 to 25 points below living, a spread which has generally 
persisted or widened ever since. 

The 1955 survey was made after this divergence, and might well be said to 
represent conditions after that fact better than 1937-41 weights. From this 
point of view, September 1952 would make an acceptable link date. Technically 
it is desirable to link on a date when these two components are together or diver- 
gent by no more than 1 point. In this respect, September 1952, some months in 
1950, and several dates in 1944, and 19438 are acceptable. 

Inasmuch as the index of prices received by farmers and the index of prices 
paid interest, taxes, and wage rates are companion indexes, it is desirable that 
their construction be maintained as nearly consistent as possible. This requires 
reweighting the prices received index with 1955 weights (or perhaps with weights 
representing a 5-year period centered on 1955). Table VIIT presents weights de- 
rived from 1955 and table IX presents those based on the 5-year period. There 
is relatively little difference between the two sets. 

It would be fortuitous if there were a link date that would be acceptable for 
both the prices received and the parity index. Unfortunately no such date exists. 
September 1952 is not a good link date for the prices received index, because the 
crop and livestock component indexes are widely divergent. Several months in 
1954 and several in 1946 are acceptable for the prices received index, but 943 
is the most recent year which contains acceptable link dates for both the prices 
received and parity index, September 1943 being acceptable for the parity index, 
and December 1943 for the prices received index. 

Accordingly, therefore provisional index computations for both indexes have 
been made, using 1955 weights for each. Link dates for the prices received 
index are December 1943 and October 1954; those for the index of prices paid 
interest, taxes, wages, are September 1943 and September 1952. 


I. PROVISIONAL INDEX COMPUTATIONS 


It will be noted that the ‘“‘percentage”’ columns of expenditure distribution for 
“All farms” in tables III, IV, and V differ only slightly. Thus expenditures for 
living from table IV are 38.1 percent, and from tables III and V they are 39.7 
percent of total expenditures. For production, table IV is high with 52.6 percent, 
percent, and table V is low with 51.2. For commodities table III is high at 91.4, 
table IV is low with 90.7. Similarly table III is low for taxes and interest with 
1.2 percent and 0.8 percent, respectively, compared with 2 percent and 0.9 per- 
cent for both tables IV and V. Hired farm labor is low from table V at 6.2 per- 
cent, and high from table III at 6.6 percent. Thus it appears that there are only 
minor differences in the distribution of expenditures, whether the percentages 
relate to operators only, or to the whole farm, either with or without an adjust- 
ment of the operators’ living expenditures so as to place them on a farm, rather 
than an operator level. 

On the other hand, sharp differences exist between the expenditure categories 
for the several economic class groups, with living expenditures for economic classes 
VI to VIII ranging upwards of two-thirds of all expenditures, production expendi- 
tures less than 30 percent, and with interest, taxes, and wages to hired farm labor 
amounting to around 3 percent of all expenditures, as indicated by tables ITI, 
IV, and V. 

Economic classes I and II stand at the opposite pole, with living expenditures 
around 21 to 22 percent, production, 63 to 65 percent, and with interest taxes, 
and hired farm labor, 14 to 15 percent. 

I recommend, therefore, that the effect of classes VI-VIII be eliminated from 
the index to avoid giving to farms in these groups an effect upon the parity index 
grossly disproportionate to their contribution to agricultural production. 

To indicate the approximate effect of a shift to 1955 weights, four test indexes 
of prices paid by farmers including interest, taxes, and farm wage rates (June 
of each year from 1943 to 1957 plus certain auxiliary dates) have been com- 
puted, two (one linked at September 1943, the other at September 1952) using 
the weights for all farm operators (table III), and the other two using the weights 
applicable to farm operators in economic classes I to V, inclusive. 

For convenience, these two sets of weights are recapitulated in table VI, and 
the resultant indexes (1910-14=100) are presented in table X. Table XI presents 
provisional revisions for the prices received index as already described. 

For the index of prices received, beginning the use of 1955 weights as of October 
1954 would give a June 1957 index of 242, down 0.8 percent from the official 
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index of 244. If the 1955 weights were to be used beginning with December 
1943, the June 1957 index would be 239, down 2 percent from the official index. 

In terms of a 10-year average, the 1948-57 June average (October 1954 linking) 
was 261.3 compared with 261.6 for the June 1948-57 average of the official series. 
If linked in December 1943 the average for June 1948-57 would be 259.5, down 0.8 
percent from 261.6 for the official index. 

In the case of the index of prices paid including interest, taxes, and wage rates 
the revised indexes (linked at September 1952) for June 1957 are 285 and 284, 
depending respectively on whether weights are based on expenditures of all farm 
operators or on expenditures of operators in economic classes I—V inclusive. These 
were down 3.7 percent and 4.1 percent, respectively, from the June 1957 official 
index of 296. If linked at September 1943, the revised indexes for June 1957 
would be 280 and 278, respectively, or down 5.4 percent and 6.1 percent from the 
official index. 

Again, as a provisional test, the 1948-57 10-year average of the revised parity 
index for June (September 1952 link date with weights based on all farm operators) 
was 272, down 1.4 percent from 276, the 10-year June average of the official series. 
With a September 1943 link date the 10-year average of the June indexes would be 
268, down 2.9 percent. Using weights for economic classes I-V gives the same 
10-year averages for both link dates as do weights for all farm operators, although, 
as indicated in table X, indexes for particular dates differ. 

With respect to the effect on parity prices, it appears that using the more recent 
link dates would reduce parity prices as of June 1957 between about 3.4 and 4.4 
percent, and that using the earlier link dates would reduce them between 4.4 per- 
cent and 5.7 percent. 

These results are provisional, not only for the reason that they are based on the 
June indexes only, but also for reasons discussed hereinafter. However, since 
there is little if any seasonal factor in either index,! these should provide a fair 
indication of what computations for all months would show. 

In these computations, the current group indexes have been used, both for 
prices received and for prices paid. There are a number of related problems 
coneerning the prices paid index which are discussed in the remaining sections of 
this memorandum. (I do not anticipate any serious problems for the frices 
received index.) Decisions with reference to them may affect to a greater or less 
degree the levels of the various group indexes and of the composite index. More- 
over, subsequent study may result in minor changes in allocation of expenditures 
to index groups. The computations presented here, however, serve to indicate 
the approximate effect of the new weighting pattern, I hope will facilitate the 
major decisions. Once the major decisions presented in this memo have been 
decided, we can review the imputations and proceed with the subsidiary break- 
downs, imputations, etc., involved in modernizing the indexes for commodity 
groups. 

4, COMMODITY COVERAGE WITHIN CURRENT INDEX GROUPS 


Within most of the existing index groups commodity coverage is fair to good, 
but there is room for improvement in all. In 1957, the index as a whole included 
prices for 350 commodities bought by farmers. Of these items 164 were priced 
monthly, 16 were priced in 9 months out of the year, 26 were priced in 6 months, 
8 items in 5 months, 15 items in 4 months, 32 in 3 months, 72 items twice a year, 
and 17 were priced once a year. Of the 350 items, 191 are in the living component 
group, and 199 are in the production group, including 40 series which are included 
in both groups. The Consumers’ Price Index includes prices of 296 items, so 
that commodity coverage for the living component of the parity index is roughly 
two-thirds as intensive as that of the Consumers’ Price Index. Food item cover- 
age is about half as intensive, clothing a little over half. 

The total number of commodities in the parity index is about equally divided 
between the living and production components. The same is true of the total 
commodities for which data were collected in the expenditure survey, with slightly 
over a thousand commodities represented in each group. (This count includes 
food items included in the food survey of the Institute of Home Economics, which 
is being used with the expenditure survey in the development of weights for the 
food part of the index.) Thus, as far as we have any basis for judging, the total 
allocation of commodities between living and production is not seriously out of 
balance. 





1 The June 1948-57 average of the official index of prices paid interest, taxes, wage rates is 276.5 compared 
with 275.8 for the 1948-57 average of the annual indexes. The June 1948-57 average of the index of prices 
received is 261.6 compared with the 10-year average of the annual indexes of 260.5. 
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We have already revised our food questionnaire on the basis of the expenditure 
survey, and are pricing as many commodities as possible with the current size 
of questionnaire unless we reduce the average frequency of pricing, i.e., drop 
some items from a four to three times a year basis, some from three to two, some 
from two to once a year. 

Similarly we have revised the farm machinery questionnaire, and expanded the 
number of items priced from 53 to 104, largely but not entirely as a result of 
tightening specifications for this group of items. This is about the maximum 
coverage possible with the present form of questionnaire, as we have carried the 
use of skip pricing about to the limit of practicability for this group. We anticipate 
working used auto prices into the motor vehicle group. 

Other questionnaires are yet to be revised, with minor shifts in commodities in 
prospect, but I see little likelihood of any sharp expansion of coverage generally 
without major changes in the general magnitude of the price program. 

Except for the two groups specifically discussed below it is our judgment that 
the omission of certain groups of expenditures as a whole from the parity index 
discussed in the next section is more serious than are deficiencies in coverage of 
groups already in the index. 

There are, however, two groups now in the index for which commodity coverage 
is critically inadequate. Probably the weakest group is that for farm supplies, 
particularly in the areas of containers and pesticides. For containers we have 
only one series—round stave baskets, which incidentally currently makes the 
largest single contribution of any item to the farm supply index. There are many 
other types of containers that are used in large volume, particularly for fruit and 
vegetables, and it is unfortunate that the round stave basket is the only series 
that we have. Considering the large number of different types of containers and 
baskets and the increasing trend to the use of corrugated paper boxes, none of 
which are covered by our price series, there is a very definite need for expanding 
the coverage in this. To do this satisfactorily will require as a minimum a thorough 
reworking of the current questionnaire and heroic list building. More likely it 
will require an entirely new inquiry to a new set of reporters. 

The other seriously weak area in the farm supplies group is that of pesticides. 
At the present time lead arsenate, paris green, and calcium arsenate are the only 
series in the index. We have a series on rotenone dust beginning in 1942, one on 
DDT wettable powder beginning in 1947, and one on 2,4—-D beginning in 1951. 
We anticipate using these in the impending revision. However, recent vears 
have seen a tremendous addition to the arsenal of insecticides, so that the six items 
mentioned above are wholly inadequate to represent this field. The expenditure 
survey for example disclosed over 40 chemicals, from Aldrin to Ziram, that are 
currently used and ’ispensed under a variety of trade names. Most of these are 
dispensed in three forms: dust, wettable powder, and liquid. The addition of 
several of the more important, at least a half dozen, seems essential if we are to 
cover this very rapidly growing and complex field. 


5. MAJOR EXPENDITURE GROUPS NOT REPRESENTED BY PRICE SERIES IN THE INDEX 





There are several major expenditure areas that have no direct representation 
in the parity index. On the family living side, medical, dental, prepaid hospitali- 
zation insurance, and hospitalization expenditures comprise the largest single 
group, accounting for over 7 percent of all expenditures for living purposes by 
families of farm operators. In addition there are expenditures for recreation, 
personal services (barber and beauty shop costs, cosmetics, etc.) life insurance, 
interest on personal loans, gifts and contributions, and various miscellaneous items. 
All told, these unrepresented groups amount to about 19 percent of farm operator 
family living expenditures. These are all included in the total weight allotted to 
living, although no price series represent them. 

On the production side are taxes other than real estate, machine hire, and 
custom payments for certain farm operations, aggregating 3 percent of operator 
production expenditures. Construction of farm roads, ponds, etc., totaled 3542 
million for the operator and $728 million for the farm as a whole, or around 2 
percent of the operator’s expenditures and 3 percent of total expenditures for 
production. Livestock services, medicines, and veterinary fees amounted to 
$281 million or about 1 percent of operators expenditures for production; market- 
ing costs (other than transportation and containers) for crops, livestock, and 
livestock products amounted to 2 percent of operators production expenditures; 
and cash rent accounted for 2 percent. 

The possible desirability of adding a cash rent series Was mentioned previously. 
It appears that data on cash rents have been collected once a year as far back 
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as 1921 on the April general crop schedule but have never been developed or 
integrated into a single U.S. series. Preliminary inquiry indicates that a reason- 
ably adequate series On cash rent can probably be developed at not unreasonable 
cost. 

Altogether, about 14 percent of operators’ expenditures for production have 
no direct representation on the index. These have been included in the allocation 
of weight to the production index as a part of the total index. 

For the index as a whole, the unrepresented areas amount to 16 percent of all 
farm operators’ expenditures for both living and production. 

Some of these areas might be incorporated into existing commodity groups. 
Thus livestock services, medicines, and possibly veterinary fees might well 
be added to farm supplies. But medical expenses, when it becomes possible 
to collect current information, would require a separate group. The same is 
probably true of cash rent. 

For most of these items (excepting cash rent) we do not have anything ap- 
proacbing satisfactory historical data—and in most cases not even current 
data—so that little can be done for the moment. However, plans should be 
made to fill in these gaps whenever opportunity arises for revising to a modern 
base period. 





6. RECONSIDERATION OF GROUPING 


There are some considerations respecting the grouping of certain items into 
index categories to which attention has been directed since the last revision. 
One of these has to do with the inclusion of tobacco prices with food in the ‘‘food 
and tobacco index.” Alcoholic beverages present a problem. Another has to 
do with the placing of tractors in the motor vehicle group with autos and trucks. 

With respect to the classification of tobacco, it is of course true that tobacco 
is not a food, yet there is no other major category into which it can be put with- 
out even greater violation of logic. obacco, in its various forms, represents an 
expenditure of nearly $250 million annually by farm operators, or 1.6 percent of 
their total family living expenditures. 

On the other hand, there is some interest in an index of food prices, excluding 
tobacco. We have, as a matter of fact, in response to requests, computed such 
an index and furnished it from time to time to the Department of Commerce 
and to the Marketing Research Division of AMS on a restricted, not-for-publica- 
tion basis. But we have never published it, and the official subgroup of the 
parity index includes tobacco. 

As a matter of information, the Bureau of Labor Statistics includes prices of 
cigarettes, cigars, beer, and whisky, together with an unpriced category ‘‘ Miscel- 
laneous’”’ under what is really a catchall group “Other goods and services.”” We 
have no such group, however, and no price series to place in one, excepting pos- 
sibly cigarettes and smoking tobacco (for which we have price data back to 1935) 
and beer, for which we started collection of price data in February 1958 on the 
basis of the revision of the food questionnaire as a consequence of the expendi- 
ture survey. Moreover, our only price series for tobacco and beer are derived 
from the questionnaire to food stores. 

The only reasonable alternative to our present practice would seem to consist 
in setting up a new group, which would include tobacco and alcoholic beverages. 
In that case we probably should expand our commodity coverage somewhat be- 
yond our current list of the three items of cigarettes, smoking tobacco, and beer 
since the present group is rather limited for a separate index group. 

However, chaining back to 1910-14 would be a problem for which only very 
unsatisfactory procedures are available, and I recommend, therefore, that we con- 
tinue to include tobacco in the food category and that beer also be included rep- 
resenting alcoholic beverages. If and when the base period is modernized, these, 
and possibly other items, could be broken out as a separate group. Until then, 
however, the complications involved in chaining back to 1910-14 lead me to 
recommend against adding another group for which we have only a short series. 

With respect to the inclusion of tractors in a motor vehicles group, Mr. Lester 
Kellogg (of John Deere & Co.) and his associates on the statistical advisory 
committee of the farm machinery manufacturers have urged that tractors be 
grouped with farm machinery rather than with motor vehicles. No particular 
reason has been advanced for this recommendation other than the fact that trac- 
tors are used with farm machinery. On the other hand it should be recognized 
that to the extent that autos and trucks are used for farm production purposes 
they are just as much a part of the broad category of farm machinery as are 
tractors. If tractors are to be placed with farm machinery, possibly trucks and 
automobiles (insofar as autos are used for farm purposes) should also be placed 
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with the farm machinery group. Any such changes, however, would mean 
tearing up the index historically and making revisions of a far-reaching character— 
changes which I personally hope can be avoided unless or until we are authorized 
to shift to a more recent base. As things stand at the moment the only reason 
for making the shift of tractors to farm machinery would be to satisfy the farm 
machinery manufacturers (or at least the expression of manufacturers which we 
have received). No consultations have been had on this point with machinery 
dealers or with farm organizations. I believe they should have consideration 
equal to that of the farm machinery manufacturers. 

From time to time there has been a desire expressed by Members of Congress 
and others for an index which will separate the parity index into agricultural as 
distinct from nonagricultural components. So far, we have met this demand by 
the rather summary means of pulling food, feed, seed, and livestock out of the 
index and grouping them together into an agricultural group and taking the 
remainder of the index to represent nonagricultural items. This, of course, is 
rather approximate, since both food and feed prices reflect rather considerable 
processing costs and perhaps profits, in addition to the price the farmer receives 
for the basic products prior to processing. It would be possible to break the 
official index into two parts, or even to go further, and set up the components in 
terms of (1) agricultural, (a) living, (6) production; (2) nonag-icultural, (a) 
living, (6) production. This seems unnecessarily complicated, however, and it is 
my recommendation that we continue the present index categories unless or until 
Congress directs a recomputation of the index on a more modern base period, and 
that we continue to meet the “agricultural-nonagricultural”’ problem with special 
computations in response to individual requests. In my judgment the time to 
make revisions in the index groups is when we can recompute and redesign the 
index on a modern base period. Desired groups can be carried forward from that 
time, whereas comparisons with 1910-14 will have lost much of their force. All 
of the available expedients, however, for introducing into the index groups that 
had no counterpart in the base period are highly artificial and basically unsatis- 
factory. Although we of necessity did some of this in the 1950 revision, I believe 
the process leaves much to be desired, and I look forward to the time when we can 
reestablish the index on a modern base. 















TaBLeE IIIl.—Operator expenditures per farm, United States, 1955, by economic class 
of farm and by commodity and service categories 


All farms Class I to II Class III to V | Class VI to VIII 
Commodity group Aver- Per- Aver- Per- | Aver- | Per- | Aver- | Per- 
age cent of age cent of | age | cent of| age | cent of 
per total per total | per | total | per | total 
farm | farm | farm | | farm 
OC a $3, 283 39.7 9 





$5, 192 22.6 | $3,172 41.9 | $2, 789 | 68. 




















Food and tobacco 4_- ice BA 13.4 1, 544 6.7 | 1,080} 14.3] 1,007 | 24.9 
Clothing. .._.... caer 527 6.4 837 3.7 540 | 5 417 10.3 
Auto and auto supplies_--__.__-- 468 5.7 717 3.1 | 412 | 5.4 446 11.0 
Household operation 5 480 5.8 806 3.5 486 6.4 367 | 9,1 
Household furnishings ¢- _ __. 332 4.0 569 2.5 | 322 | 4.3 | 71 | 6.7 
Building material—house * | 363 4.4 719 3.1 | 332 | 4.4 | 281 6.9 
Production eee 4, 271 51.7 | 14,633 63.8 | 3,893 51.4 1, 138 | 28.1 
Feed § _.---| 1,083 | 13.2] 3,948 910 | 12.0| 294) 78 
RI eh os 640 7.7 2, 834 | 437 | 5.8 | 114 | 2.8 
Motor supplies *______- oe 716 8.7 1,994 | 772 10. 2 | 210 5.2 
Motor vehicles '°__ 365 4.4) 1,087 | 386 | 6.1 | 112 2.8 
Farm machinery. _- 461 5.6 1, 469 473 | 6.2 | 105 2.6 
Building and fencing materia] 1! 219 2.6 632 217 | 2.9 7 2.0 
Fertilizer and lime. 314 3.8 1, 035 289 | 3.8 | 95 2.3 
Equipment and supplies }2__- 267 | 3.2 1, 046 | 205 2.7 | 70 iy 
Seed }3___ 206 2.5 638 204 2.7 59 3.4 
Commodities and services 7, 554 91.4 | 19, 825 86.4 7, 065 93.3 | 3,927 | 97.0 
Real estate taxes 4________ 100 1.2 298 1.3 | 103 1.4 | 29 | 7 
Mortgage interest 4_____ ; 70 8 207 | 9 72 | 9 | 20 | 5 
Commodities, interest and | 
taxes. __ dates ..| 7,724 93.4 | 20,330 88.6 | 7,240 95.6 | 3,976 98,2 
Farm wage rates_____- - .| 545 6.6 | 2,610 11.4 333 | 4.4 | 72 1 
Commodities, interest, taxes, | 
and wages. ___.__- bevccennh “nae 100.0 | 22, 940 100. 0 7, 573 100.0 | 4,048 100. 0 


| 
| | 


See footnotes at end of table VI, p. 223. 
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TABLE IV. 
per farm, United States, 1955, by economic class of farm and by commodity and 
service categories ! 


Commodity group 


Living ? 


Food and tobacco 4 
Clothing 

Auto and auto supplies 
Household operations 5 
Household furnishings 6 
Building material—house ? 


Production 


Feed § . 

Livestock 

Motor supplies ° 

Mctor vehicles 9 

Farm machinery 

Building and fencing material " 
Fertilizer and lime 

Equipment and supplies 

Seed 13 


Commodities and services 
Real estate taxes '4 
Mortgage invarest '_- 


Commodities, interest, and 
taxes 
Farm wage rates 


Commodities, interest, taxes, 
and wages. 


See footnotes at end of table VI, p. 223, 
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a 


All farms 


Aver- 
age 
per 

farm 


$3, 283 


1,113 


527 


458 
480 
332 
363 


8, 056 
548 


8, 604 





Per- 
cent of 
total 


Noe ow 


100 


OS 


] 


Class I to II 


Aver- 
age 
per 

farm 


$5, 192 


1, 544 
837 
717 
806 
56Y 
719 


15, 673 


. 113 
, 091 
. 031 
, 044 
493 
| 897 
, 185 
.116 

703 


Oo 


_ KD 


20, 865 
568 


21, 677 
| 2,621 


| 


24, 298 
| 


Ce 
¢ 
t 


244 


Per- 
nt of 
otal 


89. 2 


10.8 


100. 0 


Class III to V | Class VI to VIII 


Aver- Per- 
age cent of 
per total | 
farm 


$3, 172 


1, O80 
540 | 
412 





~] 
& 


| 
7, 846 1 


40.4 | $2,789 | 
13.8 1, 007 | 
6.9 | 417 
§.2 446 
6.2 367 
4.1 271 | 
4.2 281 | 
52.1 | 1,175 
11.9 295 
5.8 114 
10.1} 213 
5.0 112 
6.2 106 
3.3 92 
4.2 | 108 
2.8 75 
2.8 60 
= = 
92.5 | 3, 964 
2.2 | 35 
1.0 | 23 
cerns 
95.7 | 4, 022 
4.3 | 72 
00. 0 | 4, 004 


| 
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Aver- | 


age 


pe 


or 


farm 


Expenditures per farm for production and farm operators’ for living 


Per- 
| cent of 
total 
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TaBLeE V.—Exzpenditure per form for production and for living adjusted, United 
States, 1955, by economic class of farm and by commodity, and service categories ! 


All farms 


Commodity group Aver- 
age 
per | 
farm 
—— anim 
Living 2 3_- ‘ | $3, 504 | 
Food and tobacco ‘.- cok Sore 
Clothing -..- eit whbase ee nl 563 
Auto and auto supplies _- | 500 | 
Household operation §__________-| 512 | 
Household furnishings ®_ _____- | 354 | 
Building material—house 7__~_--} 387 
Pee ch | 4, 522 | 
a * 1, 121 
Livestock - --_- ae 684 
Motor supplies *__. 731 
Motor vehicles !0____ 370 
Farm machinery 473 


Building and fencing material !! 274 


Fertilizer and lime ; 360 
Equipment and supplies ° 286 
Seed 13. ‘ ‘ 223 
Commodities and services 8, 026 
Real estate taxes '4__ ; 171 
Mortgage interest 4 80 
Commodities, interest, and 
taxes Ath nip ucguisseincicne asuasti 8, 277 
Farm wages rates 8 | 
a j 
Commodities, interest, taxes, 
i ee) ae | 8, 825 


See footnotes at end of table VI, p. 223. 


j 








Class I to II 


—— 5 
Class III to V | Class VI to VIII 

















Per- | Aver- Per- Aver- Per- Aver- | Per- 
cent of | age j|centof| age |centof| age | cent of 
total | per | total per | total | per total 

| farm | farm farm 
. | i aac call 

39.7 | $5, 592 22.6 | $3, 369 41.9 | $2,891 68.9 
13.5 | 1,663 6.7 | 1,147 14.3] 1,044 24.9 
6.4 | 902 Ry 574 7.1 432 10.3 
5.6 772 3.1 438 5.4 | 462 11.0 
5.8 868 3.5 516 | 6.4 | 381 9.1 
4.0 613 2.5) 342) 43] 21] 6.7 
4.4 774 3.1 352 4.4 291 | 6.9 
=—=—————=_V__——=——_S= ES | — SS _ SSS eee ES 
51.2 | 15,673 | 63.5 | 4,088 50.8 | 1,175 | 28.0 

— — ———— | — ememrennenemase I eee —| Se — 
12.7/ 4,113] 16.7 934} 11.6 295 | 7.0 
7.8] 3,001} 126] 452 | 5.6 | 114 2.7 
8.3] 2,031 a2) 793 | 9.9 213 5.1 
4.2} 1,044 | 4,2 393 | 4.9 112 | 2.7 
5.3 | 1,493 | 6.1 487 6.0 | 106 | 25 
3.1 | 897 | 3.6 260 a3 92 | 2.2 
4.1 1, 185 | 4.8 | 328 4.1 108 | 2.6 
3.2) 1,116 45 219 27 75 | 1.8 
25| ‘73| 28] 222| 28| © L4 
90.9 | 21,265] 86.1] 7,457] 927] 4,066| 96.9 
20} 8] 23 168 2.1] 35 .8 
9 244 | 1.0 81 ved I 6 
93.8 | 22,077 89.4 | 7,706 95.8 | 4,124; 983 
6.2 | 2,621] 10.6 337 4.2 72 Ly 

suumnnslnemmningpenneel ee 
| | 

100.0 | 24, 698 | 100. 0 | 8, 043 100.0 4, 196 100.0 
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TABLE VI. -Ope rator expenditures per farm, United States, 1955, for all farms and 
economic classes I through V by commodily and service cate gories 














All farms Class I-V 
Commodity group oe fo Re , or 
Average Percent of Average Percent of 
per farm total per farm | total 
See ed, ic Sinandili —_———|-—___— ~ ———_|——— “4 nals 
Living ?3 ; ; ‘ a goa $3, 283 39.7 | $3, 628 | 32. 5 
Food and tobacco *_ - se See 1, 113 | 3.4 | 10.6 
Clothing . 527 6.4 5. 4 
Auto and auto supplies ; : 468 5.7 4.3 
Household operation § | 480 | 5.8 3 | 5.0 
Household furnishings ® 332 | 4.0 | | 3.4 
Building material—house 7 363 | 4.4 | 3.8 
Production 4,271 | 51.7 6, 420 | 57.5 
Feed § wen 1, OR3 13.2 1, 621 14.6 
Livestock. - ; as 640 7.7 | 998 8.9 
Motor supplies ° oe peas 716 8.7 | 1, 058 | 9.5 
Motor vehicles 1° 365 4.4 539 | 4.8 
Farm machinery. . 4 461 5.6 705 | 6.3 
Building and fencing material" _____- 219 | 2.6 314 2.8 
Fertilizer and lime- Eigen ee Meenas 314 3.8 464 4.2 
E — and supplies wes nats 267 3.2 416 3.7 
Seed 13__. ; © ease 2.5 305 2.7 
— ——— _ ———————— = — en = 
Commodities and services_--- 2 ioe 7, 554 91.4 | 10, 048 90.0 
Real estate taxes 4______-- ~ aes 100 1.2 149 1.3 
Mortgage interest 4_____- 4 cane 70 .8 | 104 9 
Commodities, interest, and taxes 7,724 93.4 | 10, 301 92.2 
Farm wages rates. .-..--- oma | 545 | 6.6 869 7.8 
Commodities, interest, taxes, and wages 8, 269 | 100.0 | ll, 170 100.0 
| | 





Based on farmers expenditures in 1955 as reported in vol. III, pt. 11, Census of Agriculture, 1954, 1 
De partments of Agriculture and Commerce, Washington, D.C., December 1956. 

? Expenditures per family converted to expenditures per farm basis using the relationship of farm operator 
families to farms in the B sample; factors were 1.0102 for all farms, 1.0477 for class I and II farms, 1.0066 for 
class III-V farms, and 1.0020 for class VI-VIII farms. Unallocated expenditures for services totaling $600 
per family (medical expenses, $242; gifts and contributions, $111; personal insurance, $87; recreation, $70; 
barber and beauty expenses, $28; miscellaneous, $62) dis tributed proportionately among specified groups 
show n 

} Farm living expense includes allowance for landlord living expense proportionate to the landlord con- 
tribution to total farm expenditure for production items, interest, taxes, and wage rates; which amounted 
to 6.72 percent for all farms, 7.71 percent for class I and II farms, 6.20 percent for class III-V farms and 3.65 
percent for class VI-VIII farms. 

‘ Includes alcoholic and nonalocholic beverages. 

5 Includes, fuel, refrigeration, services, laundry supplies, personal care materials, and reading matter. 

6 Includes expenditures for radios, ‘'V’s, and other music items. 

’ Includes cost of dwellings built or bought, settlement costs, insurance, rent, repairs, replacements, 
alterations, additions, and other housing costs; omits taxes and interest. 

* Includes feed bought and fed at terminal markets prior to sale of consigned livestock 

* Includes farm business share of purchases of petroleum fuels, lubricants, and other operating expenses 
for motorized equipment. 

0 Includes farm business share of purchase of new autos, trucks, and tractors 

| Includes construction of farm buildings, except dwellings, fences, feed lots and floors, drainage tile lines, 
and the painting and repair of buildings, and fences 

? Includes shop and hand tools, marketing containers, water facilities (except for dwelling), livestock 
equipment, pesticides, sprays, and disinfectants. 

13 Includes seeds, plants, trees, and inoculants. 

‘ Overall average expenditure for taxes on farm real estate and for interest on farm mortgage indebtedness 
based on estimates of Agricultural Research Service. Taxes and interest per farm prorated to operator 
farms and to economic class groups of farms by proportionate expenditures for these items reported in 1955 
in 1955 farm expenditure surve y, namely 58.7 and 87.1 percent, respectively, for all farms which were distrib- 
uted percentagewise by classes 41 percent to class I-II farms, 47 percent to class IIT-V farms, and 12 percent 
to class VI-III farms, 


33913— 59—pt. 1——15 
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TasBLeE VII.— 


revision) 


Farm expenditures and percentage weights for parity index (1950 





1924-29 1 


Commodity group 

Average ex- 

penditure 

per farm 

Dollars 

I oad Sa Saas ee Sy 608 
Food (including tobacco ?)_........-- ‘ nae 218 
Clothing --- ; 185 
Autos and auto supplies-.- 67 
POUeenONe ONETALON . .. we ce wecwcaccee 57 
Household furnishings 36 


Buildings materials, house. 45 


Production........-- a a a elena 536 


Feed. . 148 
Livestock 65 








Motor supplies 8 
Motor vehicles_ 5S 

F machinery 0) 
Building and fencing materials. fi 

Fer l ind lim«e 30) 
Equipment and supplies } 
Seeds ] 
otal commodities 1, 144 
Taxes R4 
Interest - - 7 ; oH 
Commodities, interest, and taxes. 1, 324 

Cash wage rates 150 
Commodities, interest, taxes, and cash wage rates 1,474 





1 Same weights in the unrevised index except for rev 
inclusion of livestock and wage rates for hired labor, and a few shi 


2 Tobacco included only since March 1935. 





Group in- 
dex weights | 


Percent 
41. 


1 
1: 


t 


oe 


ot 


36. 


SY 
10 


100 


in expenditure es 
fis in commodity grouping. 


1937-41 


| penditure 
| per farm 


| Dollars 
21 742 
8 | 282 
5 144 
5 117 
9 99 
t 68 
l 32 
4 694 
1 | 171 
4 SY 
9 88 
Q KS 
1 76 
7 15 
0 20 
6 1, 436 
Rr 
) 50 
S 1, 551 
2 135 
0 1, 686 
timates for 


Average ex- 


Group in- 
dex weights 


Percent 
44. 


16.7 
& 
6.4 
5.9 
4. 
1. 


41.: 





Iwo -1corNnwcrn i to 


Som t 


0 
0 


0 
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it 

4.0 | 

16.7 

8.6 i 

6.9 } 

5.9 

4.0 

1.9 





00.0 
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TaB_e VIII.—Group weights for index of prices received by farmers based on 1955 
cash receipts 





Group 


Crops: 
PORE WIN a5 oo ri cccnatnmdddandanustd 
Feed graing Gnd DAY. <ssiwcnncdccecsens 
IG. Jan duksvavdnhetesdnenascecovess 
NN eee a eh ee ee ee 
Oil bearing 
WEEE. ccadh cnuwanedgetiecssneuscusoude 
Commercial v2getables__.............- 
POUNSON: GIR ac erindwedbinkiiennwndxies 


WOME isis ccckacdtd cwacaaeteuadee 
DE OCAROINE BIOOE S 6 a itcdcndncccnsccuihe 


We QURIE, Sacssscccaidstccssecwneee 


Livestock and livestock products: 
PN IE oo asa ew clegadtenia wantebitae 
Dairy products_.-- 
Poultry and eggs- - 
WOicbuttincic 


WEE A occ cednncbakde enscuausbune 


Livestock and products_.......--..-.- 


All farm products... 


POTOOIS Or COU cea dantusaccicecaunwncaansele 









































92.7 








| 7.3 








| 100. 0 





Cash receipts Weights 
Index Nonindex All For major | All com- 
items groups modities 
Millions of | Millions of | Millions of 
dollars dollars dollars 
1, 988, 861 1, 162 1, 990, 023 16.1 7.4 
SB SEs bi cteccesees 2, 535, 441 20. 4 9.4 
& ) 2, 324, 200 18.7 8.6 
De Sey MIE A exch acdrchahioiuants 1, 225, 432 9.9 4.6 
4 4 eee -| 1,380, 927 11.1 5.1 
814, 959 466, 039 1, 280, 998 10.3 4.8 
948, 676 | 188, 278 1, 136, 954 9.2 4.3 
519, 605 14, 093 533, 698 4.3 2.0 
11, 738, 101 669, 572 | 12, 407,673 | Te: Ob .cctubbedante 
Lecstege eit | 2,260) | 1,966, O00 bcs ncvannbeccasaneaens 
Tek ED IEEE he coe inenne 46. 2 
fi = ———— ————— 
ie cect tices 8, 198, 589 52.1 28.0 
12 ee |.-.... 3 4, 222, 027 | 26.9 14.5 
3,145,011 | 51,967 | 3,196, 978 | 20.3 10.9 
88, 681 13,912 | 102, 593 7 4 
15, 654, 308 65, 879 | 15,720, 187 | 906: OT Seo: ex 
Bg cog ee 158, 899 BD ho occnntcsnndass Mintetnie 
15,654,308 | 224,778 | 15,879,086 |.....--.---- 53.8 
| 27, 392, 409 2,150,019 | 29, 542, 428 : 100.0 


TaBLE [X.—Group weights for index of prices received by farmers based on 1953-57 
cash receipts, 1957 data preluminary 


Group 


Crops: 
Sr NN a a oe 
Feed grains and hay 
RON SS tes bos anccbacdcassdunts saws 
a 
Oil bearing 
| SS Re ee 
Commercial vegetables 
Potatoes, ete 


TEI ass caer salar ide oe aie 


BU OTIS peikucak te cceednuiewets 


Livestock and livestock products: 
Meat animals 
PITT CRON an choc cas tenes 
SRN a GU I ae 
Wool 


MR bet ocous bath oA ceccaaes 


Livestock and products 


All farm products 


Percent of total 








1953-57 


Index 
items 


Million 
dollars 
2, 142, 638 
, 439, 302 


mem rohon 





968, 432 
616, 101 


11, 692, 835 | 


8, 658, 160 
4, 361, 508 | 


3, 183, 302 
118, 925 


16, 321, 895 


16, 321, 895 


11, 692, 835 | 

















28, 014, 730 


92.8 

















average cash receipts Weights 
Nonindex | All com- For major | All com- 
| modities groups modities 
Million Million 
| dollars dollars 
1, O85 2, 143, 723 17.4 7.9 
shined mel 2, 439, 302 | 19.8 9.0 
isaeenewooons 2, 299, 342 18.6 8.4 
Rh died ee eae 1, 123, 543 9.1 4.1 
ieniemigt 1, 337, 264 10.8 4.9 
433, 553 1, 209, 766 10.5 4.7 
204, 858 1, 173, 290 9.5 4.3 
14, S19 530, 920 4.3 1.9 
= | _—— | SD 
654, 315 | 12, 347, 150 ape 8 fb nnddeudinee 
1, 282, 568 LON RE Bn acaecihin steal 
1, 036, S63: | 13, 600, 7168 1... .0<<<<.< 45.2 
8, 658, 160 52.8 28.9 
4, 361, 508 26. 6 14.6 
55, 752 3, 239, 054 19.8 10.9 
13, 315 132, 240 8 4 
69, 067 | 16, 390, 962 IGA D1. ncéenaeeeas 
157, 6 3 RE i ee 
226, 750 | 16, 548, 645 54.8 
2, 163, 633 | 30, 178, 363 100.0 
7.2 100. 0 
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Taste X.—Indez of prices paid by farmers, including interest, taxes, and farm 
wage rates: Official index, with comparisons, selected dates, 1943-57 


({1910-14—100] 


Tentative revisions, 1955 weights 


Weights based on all Weights based on farm 
Date Official farm operators operators classes I to V 
index 


Linked Linked Linked Linked 
September | September | September | September 
1943 1952 1943 | 1952 


September 1943-__- 


172 1172 172 
December 1943.............-- 75 


175 1177 175 


NI ee Ps een 
June 1944 | 


180 
182 
190 
196 
203 
238 


263 


180 
181 
187 
192 
199 
234 
263 
253 | 249 
255 2 
283 282 

| 283 . 
280 286 | 281 286 

| 

| 

| 


IN ANID ea Sida cick eee Nee eens a 
ete cincckimewndicsuiiitatnacmawan | 
June 1946_- an nee or ae 
ET = CEN CA ceatinis tienes int Siete tbe! aecent 
Ol, ee nieeteiece eo 
June 1949_..._._- ll 
June 1950 : 
June 1951 


_ 
< 
— 










































we 
Go ¢ 


hae oni ce die ndmebbeanenen | 
I a a 
rn 
June 1954 | 


Ww 

n 

vee 
Se 
& 


264 269 
270 275 


267 27: 


269 274 


June 1956. | 


June 1957 | 


y bo ho to tS te 
iS 
os 
i) 
wo 











selected dates, 1943-57 


[1910-14=100] 





1955 weights 





Date | Official 
index Linked at | Linked at 
| October December 
| 1954 1943 








Se oe peawkeébunn taken edwnanie 199. 0 
I I i ans ss aac dander ceo mai ibneeaea Pe el : 200. 0 
ee lee on onda deswunannibddbibie ees 196. 0 
I 6h Ghd one kusbeeineainse nb kenwhbiemuk dame whine spidesaaial 209. 0 
INE de iccccccdcu tus bodadaaccnsuwsee Ec ka ee abn ahs 215.0 
PE pth ccccnesdunabmbbenncnsabindsces«. 5c i. Lid lin tl 217.0 
PR 6 sie cKet ie iennsdanseenteenves lai wri aeensinaitn Rhea 222.0 
EN gn Soci lal bi ecetnainieh Cedi Ae wae ' pee Le F 265. 0 


199. 0 1199.0 
200. 0 198. 0 
196. 0 194.0 
209. 0 208. 0 
215.0 212.0 
217.0 214.0 
222.0 220.0 
265. 0 267.0 
204. 0 298.0 
249.0 247.0 
249.0 247.0 
300. 0 299. 0 
i a la a a eae areses teeta igs week spnkicakeben 290. 0 290.0 287.0 
IIE MD oe ce cewccedbuecciuacccceseseoes seeds ee wes 288. 0 288. 0 286. 0 
TL ce Goll Ankenes aan meedneeaois nthe wedtniana 257.0 1 257.0 256. 0 
Ds « iOGEL untcdekitbibinemiiceninobhn sos mhaiie pene mie : 247.0 1 247.0 244.0 
OO 2 ee a a ee ee ii 241.0 241.0 237.0 
SDS aE Wane ensen and ccm enenuaeceeensneeneuestions : 241.0 241.0 238. 0 
UB gc bd dU eis canon baedbiaatonn Dodeban acsrnnitkphwdideente 245.0 244.0 240.0 
ae oboe mpegs Rca cUls wi aedienataneomes 244.0 242.0 239. 0 





June 1950____- Sa cen aA ei bes eB go tals Wet To 249.0 
Rh anenceopnbeces Batis peti nik s 5 a iccaniaintii Se ee 300. 0 





Wann mverawa, 0060-69 6+ oo oon 5 Set hess ee 261.6 | 261.3 259. 5 








1 Official index. 


269 27 
27% 284 
2 268 | 272 268 | 272 
1 Official index. 
Taste XI.—Index of prices received by farmers, official index, with comparisons, 
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U.S. DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington, D.C., July 9, 1958. 
To: Don Paariberg, Assistant Secretary. 
From: O. V. Wells, Administrator. 
Subject: Parity index revision; major policy decisions involved. 

As you know, our indexes of prices and cost rates paid by farmers (the so-called 
parity index) and of prices received by farmers are now calculated by weighting 
actual prices for current years together on the basis of relative expenditures for 
particular items or commodity sales for the years 1937-41, even though these 
calculations are chained to earlier calculations so as to yield an index with a 
reference base of 1910-14-100. 

Meanwhile, the expenditure survey for 1955 now gives us the most extensive 
information ever available regarding farm expenditures and permits consideration 
of not only reweighting the parity index to most accurately reflect current ex- 
penditure patterns but would also allow us to consider several other issues relating 
to the improvement of the index in other respects. Were the parity index re- 
weighted, we would also recommend reweighting or recalculating the index of 
prices received by farmers. Revised weights for this second index are, of course, 
available from our annual utilization estimates which indicate the volume of 
crop and livestock sales for each calendar year. 

The main policy questions involved, as I see them, are quite simple: 

(1) Shall we revise the parity and prices-received indexes on the basis of the 
1955 expenditure survey and recent estimates of sales of the various farm com- 
modities as soon as the technical analyses and operations can be carried out? 

(2) And should we in revising the parity index consider making various im- 
provements or changes in methods such as including allowances for the major 
family living and production items not now included in the jndexes—on the 
family living side, medical and dental care, recreation, personal services (barber 
and beauty shop costs, cosmetics, etc.), and life insurance; and on the production 
side, taxes other than real estate, machine hire, customwork rates, various con- 
struction costs, livestock servicing and veterinary fees, marketing costs, and cash 
rent—as well as perhaps limiting the coverage of the index to specified classes 
of farm operators or farm people? 

There are a host of technical decisions as well as a great deal of calculating 
which will need to be done before the revised indexes are eventually produced. 
Careful consideration will also need to be given as to the date on which the new 
indexes are linked to the old, presumably sometime between 1943 and 1952. 
Although these take time and necessarily develop considerable difference of opinion 
among different technicians, they are nevertheless secondary. 

With respect to the two main policy questions, if the answer should be ‘Yes’ 
to the second question, it would, I think, occasion considerable delay in actually 
getting the indexes revised since it would not only raise fairly substantive questions 
because of changes in the character of the index but would also raise the question 
as to how and with what funds we expected to obtain the necessary prices or cost 
rates for the additional services and items to be included. A fairly simple revision 
of the parity index, along with a corresponding revision of the prices received 
index, could, I think, be carried forward within a reasonable time, but this still 
leaves open the question as to a really basic reworking of the parity index. In 
this connection, I did yesterday have a discussion with Dr. R. T. Bowman, 
Assistant Director for Statistical Standards, Bureau of the Budget, which rather 
confirmed my belief that we are likely to have a recommendation within the 
reasonably near future that wherever possible all Government indexes be shifted 
forward to a new base period, probably 1957-59. 

Meanwhile, I understand the Rureau of Labor Statistics is discussing the pos- 
sibility of a series of rather comprehensive surveys looking toward bringing the 
base weights for their consumers’ price index to date over the next several years. 
We shall, of course, obtain considerable new data from the census of agriculture 
which is now scheduled for the fall of 1959 and perhaps from a supplemental sample 
census which will be taken sometime in 1960. There is also a question as to 
whether we want to include in the budget for fiscal year 1960 an item for a sample 
survey which would cover farm expenditures as well as yield some information 
on farm income, especially from off-farm sources, so collected as to allow our 
income estimates to be made by economic class as well as for farms as a whole. 

Perhaps the basic decision is whether we go ahead and reweight the current 
parity index without substantially changing its character or coverage, locking on 
this as an interim revision, with the hope that within the next 2 or 3 years the 
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Congress will shift the official reference base for the parity index forward to a 
postwar period as well as allow us the necessary funds to collect prices and cost 
rates on such a basis as to allow for a much-improved index. 

The adoption of an interim type of arrangement is something we could go ahead 
with and would certainly give us a much better index than we now have. But 
were this done, I think we should also endeavor to find ways and means for having 
the base period shifted forward and for a rather comprehensive review of the 
calculation of the whole index at the time the Government indexes are shifted 
forward to whatever new base period is selected as a result of discussions which 
are now going forward. The revision of the prices-received index would also 
raise a number of technical questions but the commodity mixture changes much 
more slowly and the kind of data on which revisions will be based are available 
each year so that the problems are not so great. 

For your further information, I am attaching a copy of a memorandum which 
was addressed to me by Mr. B. R. Stauber, Chief of our Agricultural Price Statis- 
tics Branch, under date of March 14. You will note that Mr. Stauber estimates 
that the various changes which might be made would perhaps have resulted in 
reducing the level of the parity index by somewhere between 3 and 6 percent as of 
June 1957. These estimates are quite provisional, and it does not necessarily 
follow that the kind of interim revision which seems most feasible or current 
price levels would yield this same result. Stauber also indicates that the use of 
revised weights for the index of prices received might have reduced that index by 
1 or 2 percent below the level of the current index. So far as parity prices are 
concerned, such a reduction would tend to offset about half of the effect of the 
reduced level of the parity index. 

It would, I think, be necessary to carry forward some congressional consulta- 
tions if the change in either the level or the character of the two indexes were very 
substantial. There were some consultations at the time of the last revision, but 
these were made after the calculations had been substantially completed and we 
were able to give a rather accurate indication of what might be involved. We 
did, of course, do some preparatory work looking forward to revision in originally 
asking for the funds to carry forward the survey of farmers’ expenditures in 1955 
by indicating that one of the main purposes of this would be to bring the weighting 
pattern of the parity index to date. We have consistently argued that it is in the 
interest of both farmers and the public that the indexes of prices paid and prices 
received be calculated according to the best statistical methods and that the 
weighting pattern be kept as nearly to date as our funds and resources would 
permit. 

JANUARY 9, 1959. 
To: 0. V. Wells, Administrator, Agricultural Marketing Service. 
From: B. R. Stauber, Chief, Agricultural Price Statistics Branch, AMS. 
Subject: Index revision. 

Pursuant to our recent discussions, there are presented herewith illustrative 
tables, charts, and discussions of salient points respecting the prospective revision 
of the prices-received and prices-paid indexes 

Table 1 presents proposed revisions of both the index of prices received and the 
index of prices paid, interest, taxes, and wage rates for selected dates, together 
with comparisons with the current indexes. It is to be noted that the computa- 
tions are still in process of review, and some minor discrepancies may yet be 
uncovered. I believe that the tables below are very close to the final ones. 
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TABLE 1.—Proposed revisions of prices received and prices paid indexes with 

















comparisons 
Prices received Prices paid interest, taxes, wage rates 
Date | | 
Current | Linked, Linked, Current Linked, Linked, 
index September March index September March 
1952 1955 1952 1955 

September 1053... ....:..<.. 288 288 (288) 286 286 (286) 
PE hiiudias<secessencnun 257 251 257) 77 274 (277) 
I RS coe uanaewecunasade 247 244 (247) 282 278 (282) 
BUNS SO 2 doe cuaraan came 242 240 242 283 279 283 
PE cisdigtinshickwndeddiae 241 235 238 282 77 280 
June 1956 | 245 238 241 286 278 282 
June 1957 | 243 | 233 236 296 287 290 
June 1958 255 249 250 305 294 298 
September 195 258 255 258 305 294 298 
Dacember 1056... o.occecsccece | 246 243 246 308 1 206 1 300 

















1 Preliminary. 


Link date-—The most crucial decision remaining is that concerning the date 
at which the new weights are to be made effective in the official index. Theoreti- 
cally, the choice is very wide as to the date when the new weighting pattern, 
based upon the 1955 expenditure survey, could be made effective. Practically, 
only about three dates seem eligible for serious consideration. 

The first, and from the technical point of view, the preferable choice consists 
in linking at some time prior to 1955 so that the new weights would be introduced 
at such time as they become more representative of the economic world than the 
old weights. The weights based on 1937-41 cover the period beginning in 1935 
and have been becoming increasingly out of date. It would seem desirable to 
introduce the new weights as early as they seem adequate to describe the economic 
circumstances that the index proposes to measure. September 1952 is recom- 
mended by both economie and statistical considerations. 

It will be noted from the attached charts that for a number of years the two 
major components of the commodity portion of the index; namely, the living and 
production groups, ran along fairly close together until about 1952. Thereafter 
they diverted sharply owing largely to declining feeder livestock and feed prices, 
and in smaller part, to lower prices for seed and farm supplies. This divergence 
has continued, including 1955 when the expenditure survey was made. The 
new survey, therefore, would seem to reflect and represent the conditions which 
began to exist about 1952, rather better than the 1937-41 weights. 

The second possibility would be to link the new index to the current index in 
1955, thus introducing the new weights in the year covered by the survey. This 
procedure would be somewhat more defensible logically than linking at the end of 
1958, and would result in rather smaller changes than linking in 1952. It would, 
however, result in some divergence between historical parity prices and the official 
indexes for the same period. It would result in an economic measure definitely 
inferior to that involved in the first proposal. 

The third possibility would be to make the new weights effective at the begin- 
ning of the year 1959, that is, link the computations using the new weights to the 
old index as of December 1958. This would have the advantage that no abrupt 
change in the level of parity prices would be occasioned by the revisions in the 
index, and moreover there would be no problem of reconciling historical parity 
prices with the official index. The disadvantage of this proposal is that the use of 
new weights for the index of prices paid by farmers, including interest, taxes, 
and wage rates would be delayed 4 years after the survey, and the 1937-41 weights 
would be continued well beyond the period when they are representative of the 
economic circumstances which the index purports to represent. From the stand- 
point of economic measurements such a delay would give an index definitely 
inferior to the linkage proposed in 1952. 

Weights——The weights for the revised index of prices paid including interest, 
taxes, and wage rates are based upon the farm expenditure survey for the year 
1955, which was undertaken in part for the specific purpose of bringing up to date 
the weighting pattern of the parity index (which was last revised in January 1950 
using weights for the period 1937-41). Weights for the revised index of prices 
received by farmers are based upon official USDA estimates of marketings and 
cash receipts from marke*i~zs and prices for the 5 years 1953-57—a 5-year period 
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I ear } eriod is use’? instead of 1 year to give greater 
stabilitv in the relationships among commodities. 
T: 2 1 3 present the current and revised weights by commodity 















p ices 


> } ’ " 
fare ana ag artes Ren sed and current weg! fs 


naid by farmers, including interest, 





1937-41 





Percent Percent 
PPITW 100.0 100.0 | 100. 00 

























Prices paid 77.6 85. 2 | 90. 40 
Family living 41.2 44.0 39. 50 
Food and tobacco 14.3 16.7 13. 40 
Clothing 12.5 8.6 6. 34 
House operation 3.9 5.9 5. 77 
House furn g 2.4 4.0 3. 99 
Building mat ils... 3.1 1.9 4. 37 
Auto and supplies---- 4.5 6.9 5. 63 
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Feed___. a xd 10.1 | 10. 2 | 12. 80 
Livestock __. ata io ditt 4.4 | §.3 | 4.60 
Motor supplies ee al ‘ , 3.9 | 5. 2 8. 39 
Motor vehicles. __. eva 3.9 | 5.2 4.38 
Farm machinery i 3.4 | 4.5 5, 21 
Building and fencing nal oa ; dan 3.7 2.7 5. 20 
Fertilizer and lime_- ee = a 2.7 3.1 | 4.11 
Equipment and supplies 7 ae 3.3 3.3 | 3. 66 
Seed _. Jeane Ford hig 1.0 | 1.7 | 2. 55 

Ne ee atts oath silebiel 5.7 3 

Mortgage interest_.........._--- boas : ce : ess | 6.5 0} . 95 

i: ye eee pee eens AM pees : 10. 2 8.0 | 6. 60 


TABLE 3.—Group weights: Index of prices received by farmers—Revised and 
current weights 


Commodity group 1924-29 1937-41 | 1953-57 
base period | base period | base period 











Percent | Percent Percent 

All farm products..__..--- id aor aes Ms Pee ee ee 100.0 | 100. 0 100.0 
I in cals ent decreas taieacaies afgedad somes 48.0 | 42.2 | 45.2 
NN oe oe onc ache dae chen wacndapewnse cen 8.9 | 7.0 7.9 
Feed grains and hay_-----.-.---- te akedie ekeae 7.5 | 6.7 9.1 

ar a i atl 13.9 | 8.3 8.4 
ee eh aE bei 2.6 | a0 4.1 
SPIN RN i nied nts ene wom mathe inn 2.3 | 3.1 | 4.9 
Fruit atti. lk ai le I Race 6.0 | 5.8 | 4.7 
Commercial vegetables. -.-_-_-_- . ee a ad 3.5 | 4.8 | 4.2 
Potatoes, swectpotatoes, and dry edible beans. - - 3.3 2.8 | 1.9 


Livestock and products....................... sshkuoeed 






NS ee eee 
Dairy products 






The major weight shifts in the index of prices paid are a continuing increase in 
the proportionate weight to commodities and services and less weight to interest, 
tax, and wage expenditures; also a shift to more weight to production expenditures 
and less to the living share. Within the living group, the relative importance for 
food and tobacco, clothing, and autos and auto supplies is down, with increases for 
building materials for housing, furnishing, and household operation. 

Within the production group, the proportionate expenditures are down for 
feeder and replacement livestock, motor vehicles, farm machinery, and equipment 
and supplies. Feed, motor supplies, building and fencing materials, fertilizer and 
lime, and seed are up somewhat. 
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With respect to the index of prices received, the major shift, as indicated by 
table 3, is a slight increase in the relative importance of crops and a corresponding 
decline for livestock and livestock products. 

Within the crop group, feed grains and hay are up from 6.7 percent to 9.1 
percent of receipts from marketings. Food grains, cotton, tobacco, and oil-bearing 
crops are also up in importance, but fruit, commercial vegetables, and potatoes 
are down. 

Meat animals and poultry and eggs are up slightly, with dairy products and wool 
down. 

Previous revisions of the indexes.—The first index of prices paid by farmers was 
prepared by the Bureau of Agricultural Economics in 1928. Weights were based 
upon data available concerning purchase patterns in 1920-25. 

The index was revised in 1933, at which time weights were shifted to represent 
the period 1924-29.! Revisions were carried back to 1910. In 1935, interest 
and taxes were added as a result of the 1935 amendment of the Agricultural 
Adjustment Act, with the index being revised back to 1910.2 

Another revision in the index of prices paid was proposed in May 1939, and 
another was proposed in 1941, neither of which was ever adopted for official use. 

In 1950, at the time the 1948 and 1949 amendments to the Agricultural Adjust- 
ment Act of 1938 became effective, the index was again revised, with revisions 
going back to 1910-14.3 

In each of these cases, the revised indexes were worked back to 1910, so that 
there is ample precedent for revising the computations to a period prior to that 
at which the index is published. 

General structure of indexes.—The general structure of the indexes has not been 
changed. Major groups of both indexes remain as in the current indexes. The 
modification of the weights has, however, particularly in the case of the prices 
paid index, been accompanied by some modifications in commodity coverage. 
Weights for some items have been reduced and where a commodity has become 
sufficiently unimvortant it has been dropped completely from the index. In 
other cases, weights have been increased on the basis of the new evidence pro- 
vided by the 1955 enumerative survey. In addition there has been some im- 
provement in the commodity coverage. The current index of prices paid, includ- 
ing interest, taxes, and wage rates is based on 343 commodities and services 
bought by farmers, some of which are included in both the living and production 
components. The revised index is based on 383 items, some of which are included 
in both the living and production components. 

Typical of the commodities which have been added to the living component 
are fuel oil, homefreezers, and television sets. In the production component, 
the new price series include items such as DDT, pickun balers, mixed hog feed, 
milk coolers, and concrete blocks. In addition to DDT, the snray material 
portion of the revised index, which is still tragically short of complete coverage, 
includes 2,4-D and arsenate of lead. Among the items dropped from the pro- 
duction category is horse collars, expenditures for which amounted to only 
one-sixth of 1 percent of the total for farm sunonlies. 

Perhaps the largest and most important addition is used automobiles and trucks 
which, according to the farm expenditure survey, account for about one-third of 
the total expenditure of farmers for purchasing automobiles and trucks. Hereto- 
fore, the only representation of the automotive and truck group consisted of new 
automobiles and trucks. 

In the area of services, prices paid for newspapers, electricity, and telephones 
represented this field prior to the current revision. Series measuring prices paid 
for farm periodicals and tuition for instate residence at State agricultural colleges 
have been added to reflect the expenditure by farmers for educational purposes 
which, according to the survey, accounted for &.4 percent of the total household 
operation component. Postage rates have also been included in the current re- 
vised index. 

In the prices received index, the principal change consists in the method of re- 
flecting prices of commercial vegetables. Heretofore, the commercial vegetable 
index has been computed using quantities and prices for the fresh market portion 
only. However, at the group index level the weight represented income from all 
sales—fresh and processing. In the revised index, quantity weights represent 
total sales for an individual crop (fresh and processing) and prices also represent a 
combination of fresh and processing (current monthly fresh market price and 


1 Index Numbers of Prices Paid by Farmers for Commodities; USDA, BAE, June 1933 and September 
1934. 

2 Index Numbers of Prices, Taxes and Interest Payable by Farmers; USDA, BAE, August 1935, 

3 The Revised Price Indexes; Agricultural Economics Research, April 1954. 
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season average processing price combined on basis of the 5-year average quantities 
sold for each use). A similar procedure is followed in the fruit index. For index 
purposes the prices for apples, peaches, pears, and strawberries represent combined 
prices for fresh and processing. Citrus fruit has historically been on this basis, 
except that for citrus fruit quantity weights for fresh use and processing are avail- 
able on a current basis monthly. Commodity coverage remains the same except 
for the addition to the vegetable index of green peas for processing and asparagus, 

Major differences in movement between revised and current indexes.—It will be 
noted from table 1 that the revised indexes as of September 1958, linked in 1952, 
are below the current index for both prices paid and prices received, about 3.6 
percent for the former, and 1.2 percent for the latter; and that they are down 
2.3 percent and no change, respectively, for the indexes linked in 1955. (Septem- 
ber comparisons are quoted here since the December indexes are preliminary 
and partially estimated.) 

Of the 3.6 percentage points (11 index points) difference between the revised 
and current index of prices paid, interest, taxes, and wage rates, linked September 
1952, a little over half (6 out of 11 points) results from the reweighting of the 
major components. The living, tax, and wage rate components receive notably 
less weight than in 1937-41 and all of these are higher than the production com- 
ponent, which received increased weight based on the 1955 survey. 

The remaining difference results from the revision of weights within commodity 
groups, the dropping of items no longer important, the addition of items that are 
currently important in the farm purchase pattern which are not in the current 
index, and what might be termed interaction between the weight and price changes. 

The revised group indexes are slightly, but generally lower than the current 
indexes with respect to price change over the 6 years, September 1952 to Sep- 
tember 1958, with the revised indexes for household furnishing showing the great- 
est difference from the current index, and food and tobacco the least difference 
for the living component. 

The revised index of prices paid for house furnishings, the sole exception to the 
general uptrend, declined 3.7 percent from September 1952 to September 1958 
whereas the current index was unchanged. The introduction of television sets 
and homefreezers in that index, reflecting their increased importance in farmers’ 
expenditures for homefurnishings since World War II, along with the increased 
production of these items and electric appliances generally, has exerted downward 
pressure on the index of prices paid for all household furnishings. 

The shifting importance of farmers’ expenditures toward individual items 
have shown a less rapid increase in price, together with the availability of new 
price series for a number of important items in the family living budget both new 
and old have contributed to the slower upward movement in the revised indexes 
for other groups of family living items. Characteristic of the shift in purchasing 
habits is the larger consumption of electricity for which the average cost per 
kilowatt-hour actually has declined from 1952 to 1958. This has slowed the 
upturn in the revised prices paid index for household operating items from 11.6 
to 10.1 percent, although increases in the newly introduced series of postage rates 
and college tuition charges have offset part of the effect of the lower per unit cost 
of electricity. 

Typical of the effect of a more representative commodity coverage is the intro- 
duction of a series of ice cream prices in the food and tobacco group, for which 
increasing competition has held increases in retail prices in check. This was 
incorporated in the weighting shift to a modernized purchase pattern which 
showed. a sharp increase in farm expenditures for all dairy products and a marked 
rise in purchases of tobacco products. Asa result, the revised index for food prices 
rose only 4.5 percent as compared to 5.2 percent for the current index. 

In the case of the production component, also, the revised indexes consistently 
show smaller increases, or larger decreases, from September 1952 to September 
1958, than the current series. The largest differences between the revised and 
current indexes occur for farm machinery and motor vehicles. 

The difference between the revised and current series for feed is inconsequential, 
a decline of 21.3 percent for the current as against 21.6 for the revised. 

The revised livestock index differs only slightly from the current, with a 3.8- 
percent increase over the 6-year period as against 4.8 percent for the current 
index, chiefly as a consequence of increasing weight for baby chicks and turkey 
poults, which are generally lower now than in 1952, and decreased weights for 
sheep. Feeder and stocker cattle also have heavier weight in the revised index, 
and during parts of the period since 1952 have depressed the revised index. 
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The motor supply index provides a contrast to most of the others, in that the 
revised shows a larger increase from September 1952 to September 1958, largely 
as a result of the addition of lubrication and tuneup jobs to the revised index. 

The 1evised motor vehicle index rose only 13.3 percent from September 1952 to 
September 1958, as compared with 17.3 percent for the current index. This 
results mainly from the introduction of used vehicles in March 1955, and from 
larger weight for large-size tractors and reduced weight for medium-sized wheel 
tractors, combined with a slightly smaller price increase for the large size tractor. 
Used vehicles rose only 4.3 percent from March 1955 to September 1958 compared 
to 15.1 percent for other items in this group and account for about one-sixth of 
the aggregate value for the group as a whole. 

The revised index for farm machinery increased 16.4 percent over the 6-year 
period, whereas the current index is up 21.3 percent. The differences result 
largely from a slightly reduced weight for harrows, cultivators, drills, and planters 
which increased in price somewhat more than the average of the machinery group 
as a whole; from increased weight for haying machinery, harvesters, and some 
other miscellaneous items, which increased somewhat less than the group average; 
and from the addition of cottonpickers which changed price rather less than the 
group as a whole. 
~ In the case of the index of prices received, the revised index was three points or 
a trifle over 1 percent below the current index as of December 1958 and September 
1959. As table 1 indicated, the difference has been somewhat greater on some 
dates. 

About one-third of this decline results from the shift in weights between the 
crop and livestock components—a slight increase in the relative importance of 
crops, together with the fact that prices of crops averaged slightly lower in Sep- 
tember 1958, relative to September 1952, than did livestock and their products. 

The remainder of the difference is owing to the effect of the changed weights 
upon the different commodities or commodity groups. Thus, the weight of feed 
grains and hay has increased from 6.7 percent (1937-41 weight) to 9.1 percent, 
whereas the prices of this group were about 37 percent lower in December 1958 
than in September 1952. 

Oil-bearing crops have also increased in relative importance, mostly soybeans, 
but their prices averaged lower relative to September 1952 than crops generally. 
The same is true for potatoes. 

Extent of farm-produced items in prices-paid index.—In the current index, the 
percentage weights for expenditure groups originating at least partially on the 
farm are as follows (using 40 percent of the food weights): 





1937-41 1955 weights 





weights (percent) 
(percent) 
SORA OE BG on ccs cawatindad cen cauwdsdcndis atonbakddndeeed nko eswnwes 6.7 5.4 
Feed ‘ wana aa tails abi shaban bed atdeeLatwad Date: din castles badacaead 10.2 12.8 
SORGa Sa TeaenMeNs UVM OE soe Sasi cd asedsacdcennscdentnincndcudeasd 5.2 4.6 
tend ecnavenuaediwaw pecknakee Kuiakied’ebehbowtociudenh asedcnin da 7 22.1 22.8 
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U.S. DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington, D.C., January 14, 1959. 
To: Under Secretary of Agriculture True D. Morse. 
Through: Assistant Secretary Clarence L. Miller. 
From: O. V. Wells, Administrator. 
Subject: Revision of prices received and parity indexes. 

Congress supplied funds for a survey of farmer expenditures for the year 1955, 
and the fieldwork for the survey was conducted in early 1956. We have now 
developed an appropriate set of weights for a revised parity index from these 
1955 data and made the necessary calculations for a few selected months. Briefly, 
we recommend that the parity index for recent vears be recalculated on the basis 
of 1955 expenditures and that the new index be chained to the old or existing 
index as of September 1952. We have also added several new items, including 
TV’s, secondhand cars, and college tuition rates, dropped some items and made 
some minor technical changes. For the prices-received index, which should also 
be revised, we recommend the use as weights of average amounts of the several 
farm commodities sold by farmers during the 5 years 1953-57. Both indexes as 
currently calculated are now based on average weights for the years 1937-41. 

As of September 1958, the revised parity index, assuming the new index were 
linked to the old index as of September 1952, would be 294 as compared with the 
old index of 305, basis 1910-14=100, while the new index for prices received 
would be 255 as compared with the old index of 258. That is, the revised indexes 
would have lowered the parity index by 3.6 percent and the prices-received index 
by something over 1 percent for September 1958. Preliminary calculations for 
December 1958 indicate the parity index might be lowered by almost as much 
as 4 percent, while the prices-received index would be down by about 1 percent. 

In effect, what these comparisons mean, allowing for the fact that the most 
recent 10-year average of the index of prices received by farmers enters into the 
modernized parity calculations, is that the parity prices for all commodities could 
be lowered in January 1959 by as much as 8 percent as compared with the figures 
that would otherwise be published. 

The downward revision in the parity index is in large part due to (1) a downward 
revision in the weight for wages paid hired farm labor, (2) an increased weight 
for goods used in farm production with decreased weights for goods used in farm 
family living. Wage rates have generally risen more than other costs and there 
has also been a tendency for the prices of some items used in farm production to 
rise at a slower rate than goods used in farm family living. The shift downward 
in the index of prices received is chiefly due to an increased weight for crops and 
a decreased weight for the livestock components, 1953-57 versus 1937-41. 

Current legislation relating to the calculation of parity provides that the 
indexes shall be calculated from the base 1910-14. Some date has to be selected 
for chaining the new index to the old indexes which are necessary in order to 
reach all the way back to 1910-14. Statistically, it appears that September 1952 
is the most appropriate date. An alternative chaining date would be March 
1955. This would reduce the effect of the revision on both the prices received 
and parity indexes by about 1 percent, but would still mean that parity prices 
for the various commodities would be reduced on the order of 2 percent. The 
new index might also start as of January 1959 which would mean no change in 
level between the old and new indexes except as it might work out in the future 

Although legislation specifies how parity prices shall be calculated it does not 
specify particular commodities or weighting periods for the two indexes. Since 
our original calculations in the 1920’s, these indexes have been revised twice—in 
1933 shortly following the passage of the Agricultural Adjustment Act and again 
in January 1950, the date on which the revised or modernized definition of parity 
as contained in the Agricultural Act of 1948 first became effective. The January 
1950 revision resulted in a downward revision at the time of about 1 percent in 
the prices received index and would have also reduced the parity index by about 
1 percent had not the Agricultural Act of 1948 directed an allowance be included 
for wages of hired farm labor. The addition of this new factor raised the parity 
index by 4 percent above what it would have otherwise been so that the net 
effect of the various changes—that is, the downward revision in the indexes of 
prices received and of prices paid, interest, and taxes, along with the inclusion of 
wages—was an apparent increase in parity prices for all agricultural commodities 
of about 3 percent. 
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REVISION OF PricEs RECEIVED AND Parity INDEXES 


Congress supplied funds for a survey of farmer expenditures for the year 1955. 
We have now developed an appropriate set of weights for a revised parity index 
from these 1955 data and made the necessary calculations for a few selected 
months. We recommend that the parity index for recent years be recalculated 
on the basis of 1955 expenditures and that the new index be chained to the old 
index as of September 1952. We have also added several new items, dropped 
some items, and made some minor technical changes. For the prices received 
index, which should also be revised, we recommend the use as weights of average 
amounts of the farm commodities sold during the 5 years 1953-57. Both indexes 
as currently calculated are now based on average weights for the years 1937-41. 

As of September 1958, the revised parity index, assuming the new index were 
linked to the old index as of September 1952, would be 294 as compared with the 
old index of 305, basis 1910-14=100, while the new index for prices received 
would be 255 as compared with the old index of 258. That is, the revised indexes 
would have lowered the parity index by 3.6 percent and the prices received index 
by something over 1 percent for September 1958. Preliminary calculations for 
December 1958 indicate the parity index might be lowered by nearly 4 percent, 
while the prices received index would be down by about 1 percent. 

In effect, what these comparisons mean is that the parity prices for all com- 
modities could be lowered in January 1959 by as much as 3 percent as compared 
with the figures that would otherwise be published. 

The downward revision in the parity index is in large part due to (1) a down- 
ward revision in the weight for wages paid hired farm labor, and (2) an increased 
weight for goods used in farm production with decreased weights for goods used 
in farm family living. 

Current legislation relating to the calculation of parity provides that the indexes 
shall be calculated from the base 1910-14. Some date has to be selected for 
chaining the new index to the old indexes which are necessary in order to reach all 
the way back to 1910-14. Statistically, it appears that September 1952 is the 
most appropriate date. An alternative chaining date would be March 1955. 
This would reduce the effect of the revision on both the prices received and parity 
indexes by about 1 percent but would still mean that parity prices for the various 
commodities would be reduced on the order of 2 percent. he new index might 
also start as of January 1959 which would mean no change in level between the old 
and new indexes except as it might work out in the future. 

Although legislation specifies how parity prices shall be calculated, it does not 
specify particular commodities or weighting periods for the two indexes. Since 
our original calculations in the 1920’s, these indexes have been revised twice—in 
1933 shortly following the passage of the Agricultural Adjustment Act and again 
in January 1950, the date on which the revised or modernized definition of parity 
as contained in the Agricultural Act of 1948 first became effective. The January 
1950 revision resulted in a downward revision at the time of about 1 percent in 
the prices received index and would have also reduced the parity index by about 
1 percent had not the Agricultural Act of 1948 directed an allowance be included 
for wages of hired farm labor. The addition of this new factor raised the parity 
index by 4 percent above what it would have otherwise been so that the net effect 
of the various changes—that is, the downward revision in the indexes of prices 
received and of prices paid, interest, and taxes, along with the inclusion of wages— 
was an apparent increase in parity prices for all agricultural commodities of about 
3 percent. 


U.S. DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington, D.C., January 21, 1959. 
To: Robert L. Farrington, General Counsel. 
From: O. V. Wells, Administrator, Agricultural Marketing Service. 
Subject: Index revision dockets. 

There is transmitted herewith a docket for signature by the Secretary and for 
publication in the Federal Register concerning the use of revised price indexes 
in the computation of parity prices. 

Attached also for your convenience are copies of pertinent portions of the testi- 
mony by Assistant Secretary Butz and myself at the time appropriations were 
under consideration for conducting the 1955 survey of farm expenditures which 
has provided much of the basis for the revision of the parity index 
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Included also is a quotation from the Department’s report on ‘Methods of 
Improving the Parity Formula.” 


U.S. DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington, D.C., January 21, 1959. 
To: Secretary of Agriculture. 
Through: Assistant Secretary for Marketing and Foreign Agriculture. 
From: O. V. Wells, Administrator. 
Subject: Revised index of prices received and parity index for parity price 
calculation. 

The attached document amends the regulations concerning the determination 
of parity prices to provide for the use of the revised parity index (index of prices 
paid by farmers, including interest, taxes, and farm wage rates) and the revised 
index of prices received by farmers in the calculation of parity prices, beginning 
in January 1959. 

The revisions in the index are the result of the introduction of modernized 
weighting patterns beginning in September 1952. The new weighting pattern for 
the index of prices received by farmers is based on official Department estimates 
of marketings of farm products during the 5-year period 1953-57. The new 
weighting pattern for the parity index is based on data from the 1955 farm expendi- 
ture survey. 

These revisions result in indices which are more nearly representative of current 
agricultural conditions and hence provide improved measures of change in prices 
paid by farmers. 

If this amendment is approved, the revised indices will be used in the calculation 
of the parity prices which will be published in the January 30, 1959, issue of 
Agricultural Prices. 

It is recommended that this amendment to the regulations concerning the 
determination of parity prices be approved. 


Tue 1959 REVISION OF THE INDEXES OF PRICES RECEIVED BY FARMERS AND 
THE INDEX OF PRICES Paip By FARMERS INCLUDING INTEREST, TAXES, AND 
Farm WaGeE Rates 


There has been general recognition for some time that the weighting patterns 
for the index prices received and the index of prices paid by farmers, including 
interest, taxes, and wage rates needed to be brought into line with current economic 
conditions. Accordingly the Department requested, and the Congress appro- 
priated, funds for a nationwide survey of Farmers’ expenditures during the 
year 1955. 

The survey was made early in 1956. It covered slightly more than 10,000 
farms, and reported detailed information on farm expenditures for all groups of 
items bought except food. In the spring of 1955, the Department had conducted 
a nationwide survey of household food consumption. From the results of these 
surveys, together with other official information, a new weighting pattern for 
available series of prices paid by farmers has been developed. The new weights 
have been used in computing the revised index of prices paid by farmers including 
interest, taxes, and wage rates that is presented herewith. 

The index of prices received by farmers has been revised, similarly, to incor- 
porate post-World War II weights. Fortunately, annual marketing data were 
available for farm products to permit the use of average annual marketings for 
the period 1953-57 as weights. This period presents a more stable weighting 
pattern for farm product prices than data for a single year, as a result of smoothing 
the year-to-year variation in farm output owing to weather and economic factors. 


INDEX OF PRICES PAID BY FARMERS INCLUDING INTEREST, TAXES, AND WAGES RATES 


The 1959 revision of this index encompasses three main features: 
1. Revision of weights. 
2. Linkage of the new index to the former series as of September 1952. 
3. Expansion and improvement of commodity coverage. 

The general pattern and structure of the index, as carried since 1950, have been 
retained.! The new weighting pattern, together with those of the previous periods, 
is presented in table 1 following. It will be noted that the major shifts from this 
revision consist in reduced importance for the living component of the parity 


1 Stauber, B. R., Koffsky, N. M., and Randall, C. K., 1950: The Revised Price Indexes, Agriculture 
Economic Research, 2:33-62. Agriculture Handbook No. 118, major statistical series of the U.S. Department 
of Agriculture, vol. 1: Agricultural Prices and Parity. 
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index, and for interest, taxes, and farm wage rates, and a sharply increased im- 
portance for the production component. These changes reflect the increasing 
average size of farms and the concentration of production in commercialized 
agriculture, with substitution of machinery and equipment for labor. 

Relative expenditures for food and clothing declined substantially. Expendi- 
tures for autos and auto supplies were off moderately. Expenditures for building 
materials for housing increased rather substantially. Relative expenditures for 
feed, motor supplies, building and fencing materials, fertilizer and lime, and seed 
increased somewhat. 

September 1952 was selected as the linkage date for the incorporation of the 
1955 weighting pattern into the prices paid index series primarily for the reason 
that this date coincides with a divergence between price levels for living items and 
farmer purchases for production purposes, and the accompanying change in 
distribution of expenditures. Prices paid by farmers for these two major cate- 
gories of purchases moved closely together with the general advance in price 
levels from 1932 to 1952. In 1952, however, the price indexes of living and 
production components began to diverge sharply, the living component remaining 
high or increasing, and the production component dropping sharply. The latter 
was primarily the result of declining prices of feeder livestock, feed, and to a lesser 
extent seed. The 1955 expenditure data reflect conditions after this sharp diver- 
gence and appear therefore to represent conditions from 1952 forward much better 
than weights based on the period 1937-41. 

Some expansion in commodity coverage has been achieved. The commodities 
included in the revised parity index resulted from the complete review of available 
price series in the light of purchase patterns reflected by the expenditure survey. 
In general, items were included that contributed more than one-half of 1 percent 
of the total expenditure by farmers for items in the particular group. Asa result, 
136 price series have been added to the list of 340 in the former index, and 71 of 
the latter have been dropped, leaving the revised index based on price series for 
389 commodities and services, in addition to interest, taxes, and wage rates. The 
weight for 46 of these items is divided between the living and production com- 
ponents. For example, of the total electricity purchased, part is used for lighting 
and power in the farm household, and this is properly reflected in the family 
living component of the index. Part of the electricity is used for power and light- 
ing on the farmstead and is properly reflected in the production component. 
Similarly for gasoline, automobiles, and many building material items. The 
most important commodity addition consists of used cars and trucks which were 
added in March 1955. The introduction of used cars was delayed until this date 
because of the abnormal price behavior in the period immediately after the war. 
It appeared preferable, therefore, to delay the introduction until the return of 
more normal supply and demand conditions. This appears to have been achieved 
around 1955. In the field of services, prices paid for newspapers, electricity, and 
telephones represented this area of expenditures prior to the current revision. 
The revised index includes in addition price series measuring prices paid for farm 
periodicals and for tuition at land grant colleges for in-State residents. It is of 
course, necessary from time to time, to make certain commodity substitutions, 
as one commodity replaces another in purchases made by farmers, as new and 
improved data became available, or as adequate data for certain commodities 
can no longer be collected. These minor adjustments will continue to be made as 
circumstances require, without, however, affecting the group weights included in 
table 1 herein. 

INDEX OF PRICES RECEIVED BY FARMERS 


The revised index of prices received by farmers encompasses the following 
principal changes: 
1. Revision of weights. 
2. Linkage of the new index to the old as of September 1952. 
3. Revision of weighting and pricing system for vegetables and for non- 
citrus fruit. 

As in the case of the parity index, the revised index of prices received by farmers 
retains the same major commodity groups and general strueture as the previous 
index. The revised group weights, together with the previous weights for com- 
parison, are presented in table 2. It will be noted that there has been an increase 
in the weight for the crop group generally and a corresponding decrease in the 
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importance of livestock and livestock products. This index also was linked in 
September 1952. 

n addition to weight changes there have been some changes in the methods 
of handling prices of certain crops, particularly commercial vegetables and fruit. 
Heretofore, prices of noncitrus fruits included in the index represented only that 
portion sold for fresh market. The weighting pattern imputed to fresh market 
prices the importance of both fresh and processing sales. The revised index uses 
prices of both fresh and processed fruit with weights allocated to each on the basis 
of average marketings in the years 1953-57. The same change in weighting has 
been adopted in the case of vegetables. This results in a somewhat reduced sea- 
sonal fluctuation for these commodity groups. 

In this index, as in the parity index, it is necessary to make certain commodity 
substitutions from time to time as new commodities become important or replace 
others, and as better data become available. These minor adjustments are made 
within the general weighting pattern presented in table 2. 

The net effect of the revisions in the prices received index is a reduction for 
December 1958 of 1.2 percent and of 0.8 percent in the 10-year average, 1949-58. 
The net effect of the revision on the parity index is a reduction as of December 
1958 of 4.2 percent and an average over the 10 years, 1949-58, of 1.4 percent. 
The decrease in the parity index is partially but not altogether offset by the lower 
10-year average of the index of prices received, so that the net effect of the revi- 
sions is to reduce parity prices somewhat from what they would otherwise have 
been. 


TABLE 1.—Group weights: Index of prices paid by farmers, including interest, taxes, 
and wage rates 


Weight base period 
Commodity group 
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TABLE 2.—Group weights: Index of prices received by farmers 


Weight base period 


1924-29! | 1937-412 | 


Commodity group 
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MATERIAL SUBMITTED TO THE HOUSE APPROPRIATION COM- 
MITTEE IN SUPPORT OF BUDGET ITEM FOR FISCAL YEAR 1956 
FOR SURVEY OF FARM EXPENDITURES 


STATEMENT BY ASSISTANT SECRETARY OF AGRICULTURE EARL Butz! 


“As part of the work in developing farm income estimates, we are faced with 
the need for direct information from farmers about their expenditure patterns 
in the postwar period. This information is especially necessary for bringing up 
to date the weighting pattern for parity index and for providing a better base 
for our farm production expenditure and net farm income estimates. At present, 
the basic expenditure data used in calculating the parity index relate to the 1937-41 
period. If this index is to be kept current and accurate, it is vital that we bring 
our basic statistics up to date, so as to take account of the rapid changes that 
have come in farming practices and technology in recent years. The parity index 
is the only major Federal statistical index for which the weighting pattern has not 
been revised since the war.” 


STATEMENT BY Mr. O. V. WELLS? 


“INCREASE PROPOSED FOR FARMER EXPENDITURE ESTIMATES 


“The budget request, Mr. Chairman, for funds for work in our Agricultural 
Economies Division contemplates for the regular work which we do in this Division 
the same amount as last year. However, the budget does include an item of 
$285,000 which is carried under this particular project and which is designed to 
allow us to collect up-to-date information on farmers’ expenditures, which would, 
in turn, be used to reweight or provide for revision of the weighting system of the 
parity index. 

“This index includes goods used in farm family living and farm production, 
including allowances for interest rates on farm mortgages, for taxes on farmland, 
and wages to hired farm labor. 

“It is the only major index of the Federal Government with which I am ac- 
quainted that has not had its weighting pattern revised or brought in line with 
current practices since the end of World War II. The current parity index is 
based on one set of weights which we used until 1924 or 1925, at which time we 
introduced allowance for tractors, motortrucks, and gasoline; in other words, for 

! Hearings before the subcommittee of the Committee on Appropriations, House of Representatives, 
84th Cong., Ist sess., p. 1015. 

? Ibid., pp. 1059-1060. 


33913—59—pt. 1—_—16 
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mechanized farming. We carried that set of weights from 1924 into 1935, and 
about the end of World War II, 1946, we did shift to a 1937-41 weighting pattern. 

“We feel that the pattern of expenditures for farmers has changed materially 
since 1937-41. We have been moving rapidly toward a more mechanized agri- 
culture and the farm family living pattern has changed more nearly to that of 
nonfarmers. This proposal is simply to allow us to apply good statistical 
methodology in order to get the best index we statistically know how to calculate. 

“JT want to make it clear that this is not a proposal to revise the parity formula 
which is fixed by legislation. This is not a proposal to provide for shifting from 
the base period of 1910—14 or to otherwise change the general method of calculat- 
ing the parity index or parity prices. 

“Tt is a proposal for a survey of farmers’ expenditures to provide a more accurate 
set of weights for measuring changes over the next several years. We will change 
the revised calculations into the current index as now calculated sometime, I 
should think, in the period 1947-49. The weights for such an index as this 
should be reviewed and brought to date about once every 10 years. 

“T cannot, as a statistician, tell you whether this would raise or lower the parity 
index. It might change it a slight bit, but to go ahead and do it now instead of 
several years later is preferable. It will give a more accurate measure of current 
changes and it will prevent a considerable amount of statistical criticism for the 
way the index is now being handled.” 


MATERIAL SUBMITTED TO SENATE APPROPRIATIONS COMMITTEE 
FOR FISCAL YEAR 1956 IN SUPPORT OF A REQUEST FOR FUNDS 
FOR THE FARM EXPENDITURE SURVEY 


PusBiic STATEMENT 


““(2) Increase of $285,000 under the project ‘Economic and statistical analysis’ 
for revision and improvement of farmers’ expenditure estimates. 

“‘Need for increase.—There is an urgent need for up-to-date information on 
farmers’ expenditures to provide a check on the accuracy of expenditure weights 
used in calculating the parity index. It is important that this index be as accurate 
as possible inasmuch as it is required by legislation to be used in the establishment 
of price-support programs which directly affect farmers. The weighting pattern 
for practically every other major Government index has been revised since World 
War II and agriculture’s basic expenditure data, which currently relate to 1937-41 
pre-World War II spending patterns, are subject to an increasing amount of 
criticism, both from statisticians and farmer representatives. Revised data are 
also badly needed as a base for revising and improving farm expenditures and net 
farm income estimates by States and for the Nation as a whole. The revised 
expenditure data is also needed for use in connection with the production economics 
work of the Department.”’ ! 


STATEMENT BY Mr. Butz 


“* * * An amount of $285,000 was proposed for very necessary work to obtain 
information from farmers about their expenditure patterns in the postwar period 
which is needed for bringing up to date the weighting pattern for the parity index 
and for providing a better base for our farm production expenditure and net farm 
income estimates.”’ 2 

TESTIMONY 


“Senator AIkEN. You have asked for additional funds with which to determine 
the proper weighting of the various ingredients which go into the determination of 
parity? 

“Mr. WELLs. Yes. 

“Senator Russe.tu. Have they been getting out of line considerably? 

“Mr. We tts. It is not so much a question of their getting out of line, as making 
a correction now so that they will not get out of line over the next several years, 

“We have asked for an increase of $285,000 to conduct a survey of farmers’ 

1 See p. 331, ‘‘Agricultural Appropriations for 1956,’’ hearings before the subcommittee of the Committee 


on Appropriations, U.S. Senate, 84th Cong., Ist sess., on H.R. 5239. 
2 See p. 347, ibid. 
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expenditures over the United States in order to find out the quantities of com- 

modities that farmers buy, chiefly for farm production items, but we are also 

interested in commodities used in farm family living. It is good statistical prac- 
tice to reweight a price index such as our parity index at least once every 10 years. 

The parity index is the only major Federal statistical index that has not been 

shifted to a postwar weighting basis since the end of World War II. 

“This is not a proposal to change the parity formula or to shift the parity base, 
but simply to revise the weighting which we have done twice in the past,-in order 
that we may say that the index of prices paid by farmers, or, as it is more com- 
monly called, the parity index, is the best statistical index that we are able to 
calculate. It might lower the index slightly. It might raise it slightly. I do 
not know, but it would allow us to say that we have a set of weights in line with 
current farm expenditures. 

“Senator AIKEN. This could not change parity value much. 

“Mr. Wetzs. No; it will not. It is chiefly a question of saying that we are 
keeping our indexes in line with good statistical theory and in line with the general 
practice that is used in Government for similar indexes. Again, this is the only 
major index of its kind that does not have a postwar weighting introduced. 
The last time we shifted, you may remember, Senator Russell, we shifted to 
1937-41 weights from 1924-29 weights. Farming practices have changed very 
materially since 1937-41.” ! 

STATEMENT FRom APPENDIX A ‘INDEX NUMBERS AND Basic Price Data UsEp 
IN CompuTING Parity Pricks,”’ To ‘‘PossiBLE METHODS OF IMPROVING THE 
Parity ForMuLA”’ A “REPORT OF THE SECRETARY OF AGRICULTURE PURSUANT 
To Section 602 oF THE AGRICULTURAL AcT oF 1956” 


(Doc. No. 18, 85th Cong., 1st sess.) 


“The policy, as indicated above, has been to revise both the index of prices 
received and the parity index from time to time as circumstances warrant, par- 
ticularly as new and improved price series become available, or as new information 
for weighting purposes is developed. The last revision for both major indexes; 
namely, that of 1950 made use, for weighting purposes, of information representing 


the period 1937-41. Additional information concerning farmers’ purchasing 
habits has not hitherto been available to bring them more nearly up to date. 
However, the Congress made special funds available during fiscal year 1956, and 
a nationwide survey was conducted in the spring of 1956 relating to farmer ex- 
penditure patterns for the calendar year 1955. Results of that survey are now 
being compiled. These results are expected to be used in a revision of the weight- 
ing pattern of the index of prices paid for commodities and services, including 
interest, taxes, and wage rates as soon as it is feasible todo so. It is contemplated 
also that the index of prices received will be revised at the same time so as to keep 
the two indexes on a comparable basis from the standpoint of formula, weighting, 
and base period.” 


U.S. DEPARTMENT OF AGRICULTURE 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D.C., January 27, 1959. 
To: Secretary. 
From: General Counsel. 
Subject: Revised index of prices received and parity index for parity price 
calculation. 

This office has examined the attached proposed amendment of the regulation 
concerning the determination of parity prices under section 301 of the Agricultural 
Adjustment Act of 1938, as amended. 

The amendment provides for the use of a revised index of prices received by 
farmers and a revised parity index (index of prices paid by farmers) in the calcu- 
lation of parity prices, beginning in January 1959. It is stated in the transmittal 
memorandum from the Administrator, AMS, that revised weighting patterns, 
based on more recent data, will be utilized and will result in indexes which are 
more nearly representative of current agricultural conditions and will provide 
improved measures of changes in prices received and prices paid by farmers. 
This modification of the methods of computing these indexes is within the au- 
thority vested in you by section 301 of the Agricultural Adjustment Act of 1938, 
as amended. 


1 See p. 353, “Agricultural Appropriations for 1956,’’ hearings before the subcommittee of the Committee on 
Appropriations, U.S. Senate, 84th Cong., Ist sess., on H.R. 5239. 
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The proposed amendment is free from legal objection and in proper form for 
publication in the Federal Register. 



















R. L. FARRINGTON. 


JANUARY 28, 1959. 
Director. DIVISION OF THE FEDERAL REGISTER, 

National Archives and Records Service, 

General Services Administration, 

Washington, D.C. 

Dear Str: There is transmitted herewith to be published as soon as possible 
under the revised Federal Register regulations ‘‘Revised Index of Prices Received 
and Parity Index for Parity Price Calculation.” 

It is our opinion that this document falls within category (1). 

Very truly yours, 
Ivor L. NaLiey, 
Acting Chief, Secretary's Records Section. 


Unirep States DEPARTMENT OF AGRICULTURE 
AGRICULTURAL MARKETING SERVICE 


TITLE 7—AGRICULTURE 


A—OFFICE OF 











SUBTITLE THE SECRETARY OF AGRICULTURE 





PART 5-——-DETERMINATION OF PARITY PRICES 


REVISION OF PART 
The regulations of the Secretary of Agriculture with respect to the determina- 
tion of parity prices (21 F.R. 761 as amended by 22 F.R. 693 and 8925 and 23 F.R. 
1565) are further amended to provide for the use of a revised index of prices received 
by farmers and a revised parity index (index of prices paid by farmers, including 
interest, taxes, and farm wage rates) as the official indices for the computation of 
parity prices beginning in January 1959. 

The revisions in the indices are the result of the introduction of modernized 
weighting patterns beginning in September 1952. The revised weighting pattern 
for the index of prices received is based on official estimates of the Department 
relating to marketings of farm products during the five-year period 1953-57. 
The revised weighting pattern for the parity index is based on data from the 1955 
Farm Expenditure Survey. 

Section 5.1 is amended to read as follows: 

“5.1 Parity index and index of prices received by farmers. (a) The parity index 
for the purpose of calculating parity prices after January 1, 1959, according to the 
formula contained in section 301(a) of the Agricultural Adjustment Act of 1938, 
as amended by the Agricultural Acts of 1948, 1949, 1954, and 1956 (hereinafter 
referred to as section 301(a)) shall be the index of prices paid by farmers, interest, 
taxes, and farm wage rates, as revised January 1959 and published by the Agricul- 
tural Marketing Service in the January 30, 1959, and subsequent issues (including 
supplements) of the monthly report, ‘‘Agricultural Prices’. For the purpose of 
calculating transitional parity prices as provided for by section 301(a)(1)(E), the 
indices of prices paid oa of prices paid, including interest and taxes, shall continue 
to be calculated using the same weights and formula as were utilized for computing 
parity prices prior to January 1, 1950. The publication of these indices by the 
Agricultural Marketing Service in the monthly report, ‘Agricultural Prices,’’ shall 
be continued. 

(b) The measure of the general level of prices received by farmers as provided 
for in section 301(a)(1)(B) (ii) after January 1, 1959, shall be the index of prices 
received by farmers as revised January 1959 and published in the January 30, 
1959, and subsequent issues of ‘‘Agricultural Prices”. The simple average of the 
120 monthly indices included in the preceding 10 calendar years plus an adjust- 
ment to take account of the effect on the index of any adjustment made on 
average prices of individual commodities as hereinafter specified shall be used in 
the calculation of the adjusted base prices. 

Parity prices heretofore published for periods prior to January 1, 1959, shall not 
be revised. 

Done at Washington, D.C. this 28th day of January 1959. 


True D. Morse, Acting Secretary. 





































A REPORT TO THE COMMITTEE ON APPROPRIATIONS, U.S. HOUSE OF 
REPRESENTATIVES, BY SURVEYS AND INVESTIGATIONS STAFF, 
DECEMBER 1956 


1. CCC COTTON EXPORT SALES PROGRAMS 
2. FOREIGN PRODUCTION OF COTTON 


3. SIZE AND OPERATIONS OF LARGE INTERNATIONAL 
COTTON TRADERS 


1. TRADING IN COTTON FUTURES MARKETS 


I. INTRODUCTION 


By directive dated May 21, 1956, the Committee on Appropr ae 
instructed this staff to inquire into several activities of the U. 
Department of Agriculture. This report sets forth the results of 
inquiries made into the merchandising of cotton, including— 

(a) CCC cotton export programs. 

(6) Effect of U.S. cotton export programs on production of 
cotton in foreign countries and on investments by U.S. private 
interests. 

(c) Size and operations of international traders. 

(7) Trading in cotton futures markets and their functions, 
activities, and control. 

Separate reports are being submitted on other phases of the 
inquiry. 

Il. Summary 


The comments which follow summarize what appeared to be the 
more significant data, trade opinions, statements by officials of the 
Department of Agriculture, and general information obtained by the 
staff on the subjects covered by the sur vey. 


A. COTTON EXPORT PROGRAMS 


During 1956, two cotton export programs were set in motion by the 
Commodity Credit Corporation to reduce its large stocks of the com- 
modity by offering them to the trade on a competitive bid basis above 
certai minimum prices. 

Under the first program, designated by CCC as the special export 
program, 1 million bales of Government cotton 154, inch or shorter 
staple were sold in the 2-month period ending February 28, 1956. 

Under the second program, designated as ‘the export program, all 
upland cotton listed in CCC’s cats alog was made available in April 1956 
for sale. As of October 31, 1956, CCC had disposed of over 5.2 million 
bales. 

If “the prime objective of CCC is to sell the maximum amount of 
cotton at the best price obtainable,” as was stated to the staff by an 
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official of CSS (Commodity Stabilization Service), it appears that a 
major part of the objective, that relating to quantity, will be achieved. 
Comments follow later in this summary on prices obtained by CCC, 

1. Terms of sales agreements 

A brief résumé of the major provisions of each sales program 
follows: 

Under the first (million bale) sale the purchaser had to export the 
identical bales purchased from CCC. Under the second program he 
may either export the identical CCC cotton or substitute and ship 
other cotton in an equal quantity. 

Under both programs a cash deposit or bond is required of the 
buyer to assure performance ($10 per bale on the first sale and $30 
per bale on the second). In addition, price penalties are imposed on 
such quantities of cotton as the buyer fails to export before the time 
limit set by CCC—November 1, 1956, on the first sale and August 
15, 1957, on the second. 

One other major provision of both programs permits the buyer to 
have the cotton reclassed by Government classing boards, with final 
settlement to be made on the basis of such reclassification and re- 
weights of the cotton at the warehouse where stored. 

2. Prices accepted by CCC 

Minimum prices accepted by CCC on the first program were based 
on 25.5 cents per pound for middling 154,-inch cotton at port location, 
with appropriate premiums and discounts above or below this base 
grade. 

On the second sale CCC originally established its minimum prices on 
a basis of 27.5 cents for middling 154,-inch cotton at average 
location in the producing areas. It held to this base price until the 
sale of June 12, 1956. On that date the base price was reduced to 
25 cents in order to comply with the provisions of Public Law 540, 
84th Congress, which directed CCC to make its cotton available “at 
prices not in excess of the minimum pr ices * * * at which cottons of 
comparable quantities were sold under” the first program. 

Although three individuals (a banker, an official of CSS, and the 
chairman of the board of directors, Anderson, Clayton & Co.) ex- 
pressed the opinion that the base price of 25 cents on the second sale 
was too low, the consensus of trade opinion appeared to be heavily 
in its favor. Most of those interviewed appeared to feel that this 
price would substantially reduce Government stocks, regain foreign 
markets and curtail, to some extent, cotton production in foreign 
countries. 

The staff found unanimity of opinion that the 25 cents minimum 
price should not be reduced because such action would encourage for- 
eign buyers to hold off on purchases of U.S. cotton in the hope of a 
still further reduction. 


3. Trade participation in the programs and number of bales sold by 
CCC 
As noted above, CCC sold 1 million bales under the first program 
and it had disposed of over 5.2 million bales on the second sale up to 
October 31, 1956. 
Participation by the trade, particularly on the second program, has 
been extensive (117 successful bidders on 1 sale). However, six of 
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the largest U.S. cotton firms purchased over 63 percent of the 
cotton sold by CCC under its first program and, up to September 
30, 1956, over 50 percent of the second sale. Anderson, Clayton & 
Co., the largest buyer, purchased 34.6 percent of the first sale and, 
as of September 30, 1956, 22.5 percent of the second. 

Estimated net loss to CCC 

Based on incomplete data available at time of the survey, it appears 
that CCC may sustain a net loss on the first program of about $57 
per bale. On the second sale it appears that the loss will be more, 
possibly $65 per bale. 
5. Substitution 


The provision in the second program which permits the buyer to 
substitute and export other cotton for that quantity purchased from 
CCC appeared to meet with the approval of both large and small 
merchants interviewed, with few exceptions. 

It was the consensus of trade opinion that substitution is preferable 
to a requirement that identical CCC cotton be exported for the princi- 
pal reason that it disposes of more Government cotton, first, because 
it enables foreign customers to buy new crop cotton which many of 
them prefer, and second, because domestic mills can utilize some CCC 
cotton for which there is no foreign demand. 

Other reasons given were (1) substitution gives the small merchant 
an opportunity to participate in the program, and (2) it avoids the 
cost to the Government of policing to assure that identical CCC cotton 
is shipped. 

Based on its interviews with Government officials, large and small 


cotton merchants, bankers, brokers, shippers, and others in the cotton 
business, it appeared to the staff that substitution has been an impor- 
tant factor in the disposal of CCC cotton and that it has enabled many 
small merchants to operate under the program who would be unable to 
do so without the provision. 


6. Reclassification 

Practically all of those interviewed on the subject were of the 
opinion th: at if the buyer could not make final settlement on the basis 
of reclassification of the cotton by Government classing boards, CCC 
a have (1) sold much less cotton, possibly one-half as much, or 

2) had to ae its prices, possibly 114 to 4 cents per pound. 

' Buyers’ claims are due primarily to discoloration and, to a much 
lesser extent, to a change of the original classing made when the cot- 
ton went into the Government loan. 

On the first sale claims averaged about $7.49 per bale, and on about 
12 percent of the second sale were averaging approximately $10.36 per 
bale at time of the survey, September 1956. 

Advantages to the large merchandiser 

With few exceptions, opinions were expressed by both large and 
small merchandisers to the effect that the cotton export programs have 
been advantageous to the larger firms. 

This is evident from the fact six such companies bought over 50 
percent of the second sale (up to September 30, 1956) whereas it ap- 


peared that they normally handle about 29 percent of the United 
States crop each year. 
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Large mere handisers, with their greater financial resources, are in a 
position to acquire large quantities of CCC cotton, assemble it into 
even-running lots, sell it to their m: ny customers , both domestic and 
foreign, or hold substantial quantities in inventory, if necessary. 

It should be noted, however, that these same advantages accrue to 
the large firms in the merchandising of “free” cotton. 


8. Effect of export programs on producers and small merchants 

Several individuals in the trade who approved the substitution pro- 
vision in the second program at the same time expressed concern that 
a continuance of the program, which makes large stocks of CCC cotton 
available to the trade, will force the small merchants and little buyers 
across the Cotton Belt out of business. It is their opinion that these 
small buyers actually “set the price” of cotton to the producer and 
that, without them, the producer will be left with two altern: ae 
(1) sell his cotton at prices set by the large merchandisers, or (2) 
abandon it to the Government loan. 


Administration of the programs 
Trade opinion was practically unanimous that the New Orleans 
Commodity Office has been doing an excellent job in handling the 


enormous amount of paperwork involved in the programs and in keep- 
ing the catalog current. No complaints were received in this regard. 






















B. EFFECT OF EXPORT PROGRAMS ON COTTON PRODUCTION BY FOREIGN 
COUNTRIES AND ON INVESTMENTS BY U.S. PRIVATE INTERESTS 








It was the consensus of trade opinion and of other informed per- 
sons interviewed by the staff that the Government’s cotton export pro- 
grams would have more effect on cotton production in foreign coun- 
tries in 1957 than they would this year because most countries had 
planted their 1956 cotton before the CCC made known its policies on 
the disposal of its stocks. 

In general, trade feeling appeared to be that now that the Govern- 
ment’s export programs are regaining world markets for U.S. cotton 
they will, to some extent at least, discourage further expansion of 
production of this commodity by other countries, particularly those 
relatively “new” in production such as Guatemala, Salvador, and 
Nicaragua. 

It is ‘estimated by FAS (Foreign Agricultural Service) that world 
cotton production in 1956-57 will be about 600 000 bales (1.5 per- 
cent) less than 1955-56 and, based on reported data on acreage allot- 
ments, production goals, etc., FAS estimates that 1957-58 world pro- 
duction may equal or exceed that in 1956-57. Several countries, some 
of which have established 5-year production goals, are expected to 
expand cotton production next year, mainly through higher yields 
rather than increases in acreage. These countries are India, Pakistan, 
Spain, Greece, Sudan, Nigeria, and the Near East. 

Several of those interviewed felt that Mexico will continue to be a 
major competitor because of lower labor costs and increasing irriga- 
tion. Although the crop in Mexico this year is estimated to be about 
20 percent less than last year, it is impossible to state how much of 
the decrease can be attributed to growing conditions as against the 
effect of U.S. export programs. 
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Based on information obtained from five large U.S. cotton firms 
which, alone or through controlled or associated companies, own or 
operate gins, w arehouses, etc., and finance crop production or harvest- 
ing in Mexico, the staff found evidence that U.S. cotton firms were 
tightening up on investments in that country. Two companies re- 
ported that their advances to Mexican growers or ginners were, in 
total, about $3,500,000 less this year than ‘last, and one other company 
stated that it had tried to sell some of its gins in Mexicali, Mexico. 
Other data obtained indicated that these firms are curtailing pur- 
chases of new gins for use in Mexico. 

In summary, no evidence was found that U.S. private interests plan 
to reduce materially their investments in physical properties now 
owned or controlled in Mexico but it does appear that some reduction 
will be made on crop loans, even though these U.S. firms appear to 
have concentrated their activities in those areas of Mexico which pro- 
duce cotton most efficiently. 


C, SIZE AND OPERATIONS OF INTERNATIONAL COTTON TRADERS 


Six large U.S. cotton firms were selected for survey as to relative 
size and operations because of their heavy participation in both of the 
Government’s cotton export programs (63 percent on the first, 50 
percent on the second) and because they operate extensively in inter- 

national cotton trading. Information on these companies was ob- 
tained from such sources as are generally available and from officers 
of each firm. 

The criteria used were (1) capital (net worth); (2) percent of 
domestic crop handled; (3) largest open position held at any one time 
in futures on the New York Cotton Exchange during the period Jan- 
uary 1, 1955, to September 30, 1956; and (4) largest net fixed price 
position held during the same period. 

On the basis of these standards, Anderson, Clayton & Co. is by far 
the largest firm and international trader. Its capital, $173,663,211, is 
many times that of its nearest competitor, although it should be noted 
that some of the capital is used by the company in activities other than 
merchandising cotton. 

The company handles about 15 percent of the domestic cotton crop, 
nearly three times as much as the next largest firm surveyed, Geo. H. 
McFadden & Bro. 

Its holdings on the New York Cotton Exchange, a futures market, 
during the period January 1, 1955, to September 30, 1956, were found 
to be substantially more than those of any of the other five large firms. 
At one time during the period it held 31.4 percent of the total open po- 
sition in all futures, and on another day, 57.8 percent of the total open 
position in a single future. 

The largest net fixed price position held by Anderson, Clayton & Co. 
at any one time during the period was 827,300 bales long (number of 
bales bought over those sold, both being on a fixed price basis). This 
position was nearly three times as much as that of the next largest 
company surveyed. 

The staff found no evidence that any of the companies surveyed, 
alone or in conjunction with others, were engaged in monopolistic 
practices in the merchandising of raw cotton. Trade sources, both 
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large and small merchants, indicated that such practices would be im- 
possible because the field of production and merchandising of cotton 
is So extensive that the commodity does not lend itself to such concen- 
tration of control. 

Large as it is in comparison with other firms, the largest company 
handles only about 15 percent of U.S. cotton production. Officials 
of two large firms stated that any one large cotton merchant can be 
outmerchandised in various areas of the Cotton Belt by others who 
have a better knowledge of the section, the quality of cotton it pro- 
duces, its producers, and its customers with their special needs. 
Greater overhead and lesser elasticity in operation also appear to be 
a handicap to the large merchandiser. 


D. TRADING ON COTTON FUTURES MARKETS AND THEIR FUNCTIONS 
ACTIVITIES AND CONTROL 


During the survey, the staff reviewed trading operations and fluctu- 
ations in prices and volume on both the New York and the New Or- 
leans Cotton Exchanges for evidence of any unusual or undue pres- 
sures or effects during the 21-month period ending September 30, 1956. 

Commodity Exchange Authority (CEA) officials indicated to the 
staff that, in addition to general supervision of trading in the cotton 
futures markets, CEA gives specific attention to two particular areas: 
(1) Deliveries on futures contracts and (2) volume of call purchases 
and sales. Also, two situations arose in 1955 that appeared to CEA 
to warrant attention. First, the substantial increase in number of 
delivery notices issued on maturity of the May 1955 futures month, 
and, second, a limit price drop of 200 points during trading on Octo- 
ber 3, 1955. 

Based on its review of data on deliveries and on call sales and pur- 
chases, the staff found no evidence of manipulation in these areas of 
cotton trading. 

The May 1955 situation apparently resulted from a market struggle 
in May 1953 between the largest long position holder and the largest 
short position holder. CEA offici: uls advised that they found no evi- 
dent violation of the Commodity Exchange Act because the price en- 
gendered by the struggle was not artificial, it being within the range 
of CCC’s prices, and no actions concomitant with a corner were evi- 
dent. 

As to the limit price drop in October 1955, it appeared that the drop 
was due to a trade estimate that the 1955 crop would be substantially 
more than indicated by a prior estimate by the Department. 

One situation came to the staff’s attention during its survey on w hich 
it obtained the opinion of the Administrator of C BA, as to the possi- 
bility that manipulation or undue influence may have existed. 

It appeared that, beginning with the December 1955 future and 
including the October 1956 future, the holder of the largest long posi- 
tion in each future (Anderson, Clayton & Co.) had apparently set a 
specified price at a level in each future which the short holder either 
had to meet to trade out his position or else deliver the actual cotton. 

In his opinion, the Administrator stated that evidence of set prices 
had been found by CEA but that, in CEA’s opinion, these actions did 
not constitute price manipulation for the reasons that the actions did 
not cause or maintain artificial prices. This opinion was given after 
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an analysis by CEA which indicated that the prices were in line 
with (1) spot prices, including the cost of certficating and preparing 
cotton for delivery on futures contracts, and (2) Government price 
support levels and repossession costs. 

In conclusion, it appeared to the staff that while trading operations 
in the futures markets by a large firm such as Anderson, Clayton & Co. 
undoubtedly have considerable effect on futures prices, monopolistic 
control of futures markets would be exceedingly difficult for any trader 
to obtain. To achieve such control would require a series of corners 
which could be obtained only by a volume of trading sufficient to domi- 

nate the open positions in the markets. Corners, as such, are subject 
to action by CEA. Also, based on its discussions with exchange 
officials, large and small merchants, and others familiar with opera- 
tions of the cotton futures markets, it appears to the staff that there 
are sufficient cotton firms and allied organizations of adequate size to 
challenge any forcing position taken in the futures markets by any 
company, no matter how large. 


III. CCC Corron Exrorr Programs 
A. TERMS OF SALES AGREEMENTS 


1. Special cotton export program (first program) 

On August 12, 1955, the Secretary of Agriculture announced that 
“the Commodity Credit Corporation may offer to sell for export during 
the year on a gradual basis not more than a million bales of its lower 
quality short staple stocks on an open competitive bid basis.” His 
announcement went on to state that, “The limited sales of these special 
qualities might be made at prices somewhat below the minimum price 
limitations which control most CCC sales * * *” and that “* * * no 
such special sales will be made before January 1, 1956 * * *.” 

By announcement CN-EX-1 on December 9, 1955, and by announce- 
ment NO-C-7 on December 12, 1955, by the CSS Commodity Office at 
New Orleans, La., the Commodity Credit Cor poration made known 
the terms and conditions under which it would sell the 1 million bales 
of cotton to which the Secretary referred in his announcement on 
August 12, 1955. 

The more important provisions of these announcements are briefly 
summarized as follows: 

(a) Not more than 1 million bales would be made available on 
January 1, 1956. 

(6) Sales would be made on a competitive bid basis through the 
CSS Commodity Office, New Orleans, La. 

(c) Any cotton in inventory and listed in the (CSS) catalog having 
a staple length of fifteen-sixteenths of an inch or shorter would be 
available for sale. 

(dz) All cotton would be sold upon the condition that the purchaser 
export or cause to be exported the identical bales of cotton purchased 
from CCC. Although the purchaser would be permitted to have 
some other firm export the cotton, CCC would hold the purchaser 
solely responsible for its export. 

(e) Cotton purchased from CCC would not be eligible for ship- 
ment against sales financed under Public Law 480, “but would be 
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eligible for delivery against all other sales, regardless of date of 


sale or source of financing (ICA, Export-Import Bank, ete.). 

(7) Cotton must be exported not later than 6 months after draft 
was drawn by CCC against the purchaser for payment, except that 
export must be made not later than November 1, 1956, unless exten- 
sion was granted by CSS for cause beyond the purchaser’s control. 

(g) Satisfactory evidence of exportation must be furnished the 
New Orleans Commodity Office by the purchaser. 

(ih) Purchaser must furnish, prior to the delivery of cotton by CCC, 
a cash deposit, performance bond, or performance-type letter of credit 
in an amount equivalent to $10 per bale to guarantee performance. 

(7) The sales price of cotton which the purchaser fails to export 
shall be adjusted upward by the amount that the price originally 
paid by the purchaser is exceeded by (1) 105 percent of the current 
support price for such cotton plus reasonable carrying charges, as 
determined by CCC, or (2) the domestic market price, as determined 
by CCC, for such cotton on the date of sale. 

(7) Final settlement is to be made on all cotton included in a sale 
based on (1) reweights of the cotton at the warehouse where stored, 
and (2) the classification of the cotton as shown in the catalog unless 
the purchaser has a part or all of the cotton reclassed by a Board of 
Cotton Examiners, in which case final settlement is to be made on the 
reclassification of the bales so reclassed. 

(4%) Purchaser is to furnish within 90 days a final settlement. state- 
ment, together with his claim based on reweights and reclassification 
of such cotton as he has reclassed. 

(7) Final settlement on bales reclassed which differ from grades and 
staples shown in the catalog is to be adjusted on basis of the quoted 
average premiums and discounts of the four designated spot mar- 
kets (Dallas, Galveston, Houston, and Lubbock) on the last quotation 
date preceding the date on which the buyer’s offer was opened. 

(m) Storage charges are to be paid by CCC until date of transfer 
of warehouse receipts to the purchaser. 

(n) CCC reserved the right to accept, or reject, offers in whole or 
in part. 

Following the announcements of December 9 and 12, 1955, the CCC, 
by form letters dated January 17 and February 20, 19! 56, granted the 
purchaser the right of review on cotton which he had reclassed and 
on which he was dissatisfied with the reclassification. 


2. Cotton export program (second program) 


On February 28, 1956, the Department of Agriculture announced a 
new cotton export sales program at competitive prices. 

Details as to terras el conditions of sales under the program were 
made known on April 17, 1956, by announcements CS-EX-2 and 
NO-C-8. 

While several of the sale provisions under this program are similar 
to those under the special (Arst) export program, there are some dif- 
ferences. The comments which follow relate to these and to additional 
conditions under the second program which were not applicable to 
the special sale. 

(a) All upland cotton in CCC inventory and listed in the catalog is 
available for sale. 
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(b) Purchaser is not required to export the identical bales of cotton 
bought from CCC as he was required to do on the special sale. He is 
permitted to substitute and export cotton of a quantity equal to that 
which he purchases from CCC and sells to domestic mills or holds in 
his inventory. (Public Law 395, 84th Cong., granted CCC authority 
to permit substitution of this nature on its sales of commodities for 
export.) 

(c) Cotton purchased from CCC is eligible for shipment against all 
sales, including Public Law 480 sales. ; 

(d) The cotton could not be exported before August 1, 1956, but 
must be exported not later than 12 months after the warehouse receipts 
are made available to the purchaser by CCC and, in any case, not later 
than August 15, 1957. 

(e) Purchaser must furnish, prior to delivery of cotton by CCC, a 
cash deposit, performance bond, or performance-type letter of credit 
in an amount equivalent to $30 for each bale. 

(f) As on the special sale, the sales price on CCC cotton which the 
purchaser fails to export or fails to export substitute cotton in an 
equal quantity, shall be adjusted upward by the amount that such 
sales price is exceeded by (1) the statutory minimum sales price (105 
percent of current support price plus carrying charges beginning 
October 1, 1956), or (2) the highest domestic market price, as deter- 
mined by CCC, between August 1, 1956, and the final date set for 
exportation, August 15, 1957. 

(g) Under this program, as under the first one, the purchaser from 
CCC is held solely responsible for the export of the cotton. 

(h) Announcement NO-C-8 of April 17, 1956, stated that final 
settlement should be made on all cotton included in a sale, based on 
(1) reweights and (2) “the classification of the cotton as shown in the 
catalog unless the offeror has al/ of the cotton reclassed by a Board of 
Cotton Examiners * * *, in which case final settlement shall be based 
on the reclassification of the bales.” [Italic supplied. ] 

Also, that “review classification will not be accepted.” [Italic sup- 
plied. ] 

Two days later, by amendment 1, dated April 19, 1956, CSS _per- 
mitted the purchaser to have “al/ of the cotton in a sale in a particular 
warehouse * * * reclassed.” [Italic supplied. ] 

Eighteen days later, by amendment 2, dated May 7, 1956, CSS gave 
the purchaser the option of restricting reclassification to “all of the 
cotton of one growth of any one grade and staple in one sale in a par- 
ticular warehouse * * *.” [Italic supplied. ] 

At the same time, May 7, 1956, CSS by amendment 2 stated that 
“review classification will be accepted * * *.” [Italic supplied. ] 


B. PRICES ACCEPTED BY CCC 


On the first (special) sale program the minimum price accepted by 
CCC was based on 25.5 cents per pound for Middling 1% ¢-inch cotton 
located at port warehouses, with premiums or discounts applicable to 
grades and staples above or below this base grade. 

On the second (export) program CCC set a minimum price of 27.5 
cents per pound for Middling 154,-inch cotton at average location in 
the cotton producing areas and held to this minimum, with appro- 
priate premiums and discounts, until the sale of 1,567,278 bales of 
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cotton on June 12, 1956. On this date, CCC reduced the minimum 
price for Middling 154 -inch to 25.0 cents per pound. 

This action by CCC was in compliance with Public Law 540, 84th 
Congress, signed by the President on May 28, 1956. Section 203 of 
Public Law 540 directed the CCC— 
to use its existing powers and authorities immediately upon the enactment of 
this Act to encourage the export of cotton by offering to make cotton available 
at prices not in excess of the level of prices at which cottons of comparable 
qualities are being offered in substantial quantity by other exporting countries 
and, in any event, for the cotton marketing year beginning August 1, 1956, at 
prices not in excess of the minimum prices (plus carrying charges, beginning 
October 1, 1956, as established pursuant to section 407 of the Agricultural Act 
of 1949) at which cottons of comparable qualities were sold under the export 
program announced by the U.S. Department of Agriculture on August 12, 
1955. * * * Such quantities of cotton shall be sold as will reestablish and 
maintain the fair historical share of the world market for United States cotton, 
said volume to be determined by the Secretary of Agriculture. 


C. NUMBER OF BALES SOLD, JANUARY 1, TO SEPTEMBER 30, 1956 


On the first (special) sale, 1 million bales of cotton having a staple 
length of 154,¢-inch or less were sold by CCC during the 2 months end- 
ing February 28, 1956. 

Under the second (export) program, the first sale was made on 
April 24, 1956, and sales have continued at approximately 2-week 
intervals since that date. As of September 30, 1956, 3,815,355 bales 
had been sold. (Nore.—aAn additional 1.4 million bales was sold in 
October, after the survey.) 

An examination of CSS records disclosed that trade participation 
has been extensive in both programs. For example, on the sale of 
June 12, 1956, there were 117 successful bidders. Further analysis of 
the sales data, however, showed that six large cotton merchandisers 
purchased more than one-half of the cotton sold by CCC under each 
program. Twenty cotton merchants bought over 81 percent of the 
cotton sold under the first program and over 74 percent of the cotton 
sold to September 30, 1956, under the second program (see exhibit A). 

By far the largest purchaser has been Anderson, Clayton & Co., of 
Houston, Tex. 

The following schedule shows the number of bales purchased to 
September 30, 1956, by the six largest participants in the programs. 


| 
| Special sale Export sale 


Purchaser Mick -. 
Number | Percent Number Percent 
of bales of bales 


Anderson, Clayton & Oo. .....-....-.6.<-<.. j 346, 254 34. 6 858, 460 
Geo. H. McFadden & Bros. -_-.__-- a 103, 507 ; 289, 688 
Hohenherg Bros. Co- 7 Ls oe : | 80, 237 ;. 271, 147 
Cook & Co., Inc... inane $ 44, 994 4.! 233, 923 
Weil Bros. C otton, Inc.__- ae ies 13, 524 Py 142, 386 | 
Volkart Bros., Inc aback ee 44, 931 ul 136, 370 


eens = ocleckse a | 633, 447 3. 1, 931, 974 
All other 366, 915 | 36.7 | 1,883, 381 





ti 000, 362 100.0 | 3,815, 355 
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To obtain information on grades and staples (as shown by the 
catalog) sold under the second program, staff members requested 
the Commodity office, New Orleans, to submit a breakdown by staple 
lengths and grades on sales from April 24, 1956, through September 
4, 1956. 

Over 400 different grades and/or staple lengths had been sold by 
CCC in this period in quantities ranging from one to several thou- 
sand bales. 

The following schedule shows the staple lengths and grades of 
cotton sold in substantial quantities (100,000 bales or over). 


Grades and staple lengths | Number of | Percent 
bales 





Strict middling: 
li6 wes oh ee ce See see cues i ; 190, 038 
116, 095 | 


eo 
CO ee 


107, 350 
281, 705 
466, 408 
175, 179 


_ 
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108, 381 | 
242, 902 


202, 685 
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| 
| 
| 
| 


nie = eae hee che , 890, 743 
TE ES is etek ant : ms : maid fs as , 596, 293 
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Total sales to Sept. 5, 1956_ i os AR ah Bs nts a Ee 3, 487, 036 


D. ESTIMATED NET LOSS TO CCC 


At the time this report was written data necessary to determine 
the net loss to CCC under each program were incomplete. 

However, final settlement papers, including purchasers’ claims on 
account of reclassification, had been processed by CSS as of August 
31, 1956, on nearly all of the sales made under the first (million bale) 
program. 

On the second program, very few final settlements had been proc- 
essed up to that date. The purchasers had not had time to have the 
CCC cotton reclassed as title to the cotton could not pass until the 
last week of July 1956. 

Staff members requested CSS for a memorandum showing realized 
net loss to CCC to August 31, 1956, under both programs. This 
memorandum appears at the end of this report as exhibit B. 

It appears from the exhibit that the loss to CCC on the first pro- 
gram (million bale sale) will be not less than $57,293,994, as shown 
below: 





Amount Per bale 


Sales proceeds on 1,000,000 bales __.----- a a i i i $116, 063, 774 $116. 06 


Less: 7 
SCE Ve OO RIES a. s hc ccc asus dcanascanseapennass Tica 166, 967, 219 166. 96 
Added charges (storage, etc.) ea a ada 6, 390, 549 6. 39 


Cost value of bales sold sctitae clsenadwwidddwsaceiekest aay 8 


POG 0 00 Os Ol, Peee scone es ee eccnccuuese eae (57, QW, § 
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Under the second progr am, exhibit B shows a (preliminary ) loss of 
$174,293,400 to CCC on 3,105,888 bales for which it had processed sales 
through ‘August 31, 1956, as follows: 








Amount Per bale 








Sales proceeds on 3,105,888 bales $403, 852, 573 | $130. 03 





Less 


Acquisition value to CCC f : 52, 320, 004 | 177. 83 
Added charges (storage, etc. ‘35, 825, 969 8.3 





Cost value of bales sold. 578, 145, 973 | 










Net loss to Aug. 31, 1956__- 





| (174, 295, 400) | 

During the survey staff members attempted to determine the average 
amount per bale claimed by purchasers who had requested that the 
CCC cotton be reclassed. (This subject is discussed later in this 
report.) Although such data were nearly complete on the first pro- 
gram, it was too early to obtain more than partial information on 
claims under the second program. However, on sales of 3,486,125 
bales made to September 12, 1956, claims had been filed on approxi- 
mately 440,000 bales. Based on such information as was available 
at the New Orleans Commodity Office, claims appeared to be averag- 
ing $10.36 per bale. From discussions with officials at the Commodity 
Office and with many purchasers under the program, it is estimated 
that at least 90 Reser of the CCC cotton sold will be reclassed. 

It would appear, therefore, that the loss to CCC on the 3,815,355 
bales sold to Sabkeiaber 30, 1956, under the second program may 
amount to $250 million if the same rate of loss, as shown by exhibit 
B, and the same average claim per bale continues. 

This estimated loss is shown by the following schedule: 


Total bales sold to September 30, 1956_...._._--_-._.--__-_---- 3, 815, 355 





Per bale loss on sales processed by CSS to August 31, 1956 (exhibit 
B) with practically no claims involved___...................... $56. 12 
Ystimated claim per bale: 


Bales sold to September 30, 1956___.___--__-.-__-_ 3, 815, 355 


Bales to be reclassed (90 percent) ~-___--__ wemeinid thy SO CLO 
3,433,820 X $10.36=$35,574,375; $35,574,375--3,815,355__-___-______ 9. 32 





masehe 65. 44 


Estimated total loss per bale 
Estimated loss (3,815,355 bales at $65.44)________ fot ae $249, 676, 83 








FE. PURCHASERS’ CLAIMS ON ACCOUNT OF RECLASSIFICATION 





Under the terms of the first cotton sales program, CSS gave the 
purchaser the right to have all, or any part, of the cotton reclassed 
by a Board of Cotton Examiners, with final settlement to be made 
on such reclassification. Further, the right of review was granted 
if the buyer was dissatisfied with the reclassification, with the addi- 
tional option of having such review made by the Board which re- 
classed the cotton or by the Review Board of Cotton Examiners at 
Memphis, Tenn. 

Under the second program, the same options are, in effect, granted, 
with one exception. The buyer cannot have individual bales re- 
classed, as under the first sale, but may have “all of the cotton of 
one growth of any one grade and staple in one sale in a particular 
warehouse * * *” reclassed if he requests reclassification at all. 
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Records at the Commodity Office, New Orleans, were not set up 
so that information could be readily obtained as to how many bales 
on each program had been reclassed, how many had been reviewed, 
or what amounts of the claims submitted were due to reweights as 
against amounts claimed because of reclassification. (It was esti- 
mated by officials of the Commodity Office that the cost to obtain these 
data on the first (million bale) sale alone would be $5,000.) 

On request by staff members, however, the Commodity Office pre- 
pared a memorandum on these points, based on the best information 
available and on informed opinions of CSS officials and employees 
who have been working with the programs. (See exhibit C.) 

At the time this memorandum was prepared, § September 14, 1956, 
was estimated that claims had been submitted to CSS on about 900,000 
bales under the first program and.on about 440,000 bales under the 
second program. 

Exhibit C shows that the average claim per bale was: 

Ist program (based on 900,000 bales) ~~ ---~- hagas abctgiichd _ $7.49 
2d program (based on 440,000 bales) 10. 36 

Claims by the six largest buyers, however, averaged higher than 

the overall average, as shown by the following schedule: 


Ist program 2d program 


Buyer Claim Claim 
Number ‘ Number 

bales | bales | 

Amount Per ba Amount Per bale 


! 
Anderson, Clayton & Co._-_- 346, 158 | $3, 282, 339 | $t 34, $444, 8°6 $13. 08 
Hohenherg Bros. Co 80, 433 358, 963 +. 46 21, 746 | 285, 558 13. 00 
Geo. H, McFadden & Bro.. 103, 384 666, 446 6.45 ( 6, 778 11. 30 
( 00k & Co. , Inc ; 44, 490 338, 828 . 6 24, 4 392, 107 16. 04 
13, 523 97,499 ae 2, 42 6, 261 2.¢9 
Volkart Bron, LS oe less 44, 921 300, 920 j 


Total- | 632, 909 5, 044, 995 7.§ 3, 226 1, 135, 69 13. 64 


On the first program, the highest claim was $20.39 per bale on reclas- 
sification offset by $0.92 per bale refund to CCC on account of re- 
weights. On one lot of 10 bales included in this particular claim the 
reclass claim amounted to $30.47 per bale. 


F,. EXPORTS BY PURCHASERS OF CCC COTTON 


[t will be recalled that under the terms of the first CCC cotton sales 
program, the purchaser is required to export the identical bales bought 
from CCC by not later than November 1, 1956. 

Staff members obtained from the New Orleans Commodity Office a 
memorandum showing total exports to September 12, 1956. As of this 
date, 866,184 bales of the 1 million sold by CCC had been exported, 
leaving a balance of about 134,000 bales to be shipped before Novem- 
ber 1, 1956. The firms listed below had the quantities shown remaining 
to be exported: 


Balea 
er Clayton & Co____- hse pare ete os : -~- 0, 277 
Geo. H. McFadden & Bro____- bate ee: id hucdestte ss » See 
Volkart Bros, Ine____ 4, 335 


A. Campdera & Co., Inc - ae : - | : — | ; 4, 159 
$9918-—59—ot; 1—~ 
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A check made by staff members at Dallas, Tex., revealed that the 
Office of Compliance and Investigation, CSS, was in the process of 
determining whether eight cotton firms in that area had exported the 
identical CCC cotton which they had purchased. On the four firms 
for which their investigation was completed, C. & I. found no viola- 
tion. 

G. STATES FROM WHICH CCC COTTON HAS BEEN SOLD 


During the survey, staff members obtained from the New Orleans 
Commodity Office data on the number of bales of CCC cotton sold to 
September 5, 1956, under the second program by physical location of 
the cotton at time of sale. This schedule appears below. 

It should be noted that the cotton may not have been actually pro- 
duced in the State where stored as ©CC had reconcentrated some of its 
cotton nearer ports to make warehouse space available for the new 
crop. 





l l is oe l 
jNt umber of | Number « State | Number of | Number of 
arehouses | bales sold warehouses | bales sold 





} 

Alabama. -. 178 71, 93 yew xic Sabeacen 1 2,111 
Arizona Pe “ 52, 7 No rt [| TIOPOMOS once cc ccc 81 59, 961 
Arkansas 5 53 465, | Oklahoma 5 , d22 
California Rae 7 22, 5746 South Carolina._- : 77, 102 
Florida ___- a a 97 Tennessee __ a4 25 409, 242 
Georgia 4 ae 231 52, 756 Texas - ] R38, 306 
Louisiana. - - zehe 33 246, 2% ———— | —_—______. 
Mississippi 77 02, 34: Total t 5 

Missouri eae 1 5, 146 1956 : 967 3, 486, 756 


H. WAREHOUSING OF CCC COTTON 


In no area did staff members, upon inquiry, receive any complaint 
of a general lack of warehousing, or expectancy of any particular 
area shortage for this season. Comments of the trade were to the 
effect that only in rare instances has the warehouse segment of the 
industry been unable to provide adequate space. Shortages of a local 
and temporary nature have sometimes developed in which instances 
CCC allowed storage of loan cotton in the open in order to give the 
producer protection of the support price. Distress selling, exposure 
to the elements and greater fire risks would result from such ware- 
house shortages. It appears, however, that action by CCC has mini- 
mized these results. 

CCC states that it circularizes warehousemen prior to the beginning 
of a season, maintains contacts with State ASC offices and State ware- 
housing authorities, has its 11 warehouse examiners observe existing 
conditions, contacts members of the trade relative to construction of 
new facilities or as to the advisability of reconcentration at other 
points, makes special studies when there is congestion in certain areas 
and initiates movement of cotton to relieve it. 

Warehousemen may request movement at any time of CCC cotton 
in their custody and decisions are then made by CCC as to where recon- 
centration is to be effected. Factors considered in such movements 
are (a) ability of the receiving facility to meet established require- 
ments, () location and capacity of the warehouse, (c) costs involved 
in the movement including CCC’s existing intransit privileges, (d) 
merchantability of the cotton for either domestic mill or for elgn con- 
sumption, (e) quantities to be reconcentra od, and (f) that the relo- 
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cation area itself will not become congested at an early date because of 
an influx of producers’ cotton. 

The New Orleans Commodity Office reported that it reconcentrated 
about 3.5 million bales during the fiscal year 1956 and to September 
12 in fiscal year 1957, asshown below : 


Bales 
July 1, 1955-June 30, 1956: 
TOW FOOLLOR:. GC TAME CRN FOI its secstlacsdnrcicntintnehecsivaeinience Daum dace 956, 646 
PRR SU es wa cei pases Rai ache Wie i abled widen aaa a mai haaouaek 1, 198, 478 
July 1, 1956—Sept. 12, 1956: 
Loan cotton: 
a a a ag rd ei eg Le ee 1, 151, 035 
a 950 
PDT OORE COTO cascitidnininsh hein oeaaleaeecalib neonate anioamc 158, 127 


One complaint was received by staff members relative to movement 
of 7,000 bales of cotton from Huntsville, Ala., to New Orleans, La., 
particularly as to potential loss of intransit privileges by CCC. Upon 
inquiry, it was found that the cotton had been purchased from CCC 
under the first program by Anderson, Clayton & Co. and had to be 
exported. No steamship companies have freight liners on regular 
schedule from nearby southeastern Atlantic ports, as these ports nor- 
mally receive calls only from tramp freighters. The cost to ship by 
freight without transit privileges would be greater from Huntsville, 
Ala., to Sav annah, Ga., or Charleston, S.C., than would be the charge 
to New Orleans. 

If the buyer could have used Mobile, Ala., as a shipping point, CCC 
would have allowed freight from Huntsville to the port and thus have 
effected a saving with the use of its intransit rights. CCC, however, 
could not force a buyer to use a port advantageous to it at a ‘disadvan- 
tage to the buyer. Upon such insistence by CCC, a sale must likely 
would not have been made. 

In the instance of these 7,000 bales, Anderson, Clayton & Co. was 
concentrating cotton at New Orleans for export, hence, s shipment was 
made from Huntsville to New Orleans without cost to CCC but also 
without affording it an opportunity to effect any saving by use of 
intransit privileges. 

Storage charges, including fire insurance, are paid by CCC on cot- 
ton in loan st: itus at monthly rates or on warehouseman’s published 
tariff whichever is lower. Monthly storage rates now in eftect range 
from 40 to 48 cents per bale depending on whether the cotton is flat 
or compressed and whether the warehouse has compress facilities. 

After maturity of loans and acquisition of cotton by CCC, insur- 
ance is canceled and the rates above specified are correspondingly 
reduced. 

Listed below are the 10 warehouse companies to which CCC has 
either paid or owes the largest amounts for storage of its cotton, in- 
cluding 1955 loan cotton, for the 2 crop years ending July 31, 1956: 


Federal Compress & Warehouse Co., Memphis, Tenn__--..________ $18, 464, 000 
Panhandle Compress & Warehouse Co., and associated companies— 10, 191, 000 
anderson. Ciavton. & 00s  TORBIOD TOE noi cic sinaiincecotaddhiicteciiw 4, 490, 000 
aregere DOM prens U0.. SOFl WOLthy PObbk vcd dens oceusamentisen cen 3, 229, 000 
Union Compress & Warehouse Co., Memphis, Tenn _----__-_______ 2, 523, 000 


Exporters & Traders Compress & Warehouse Co., and affiliates, 
IE I ald ciency Siete te atid bie tee sede oc eee en hak ol 1, 868, 000 


Farmers & Merchants: Compress & Warehouse Co., Dallas, Tex__- 1, 322, 000 
North American Compress & Warehouse Co., Ine., Dallas, Tex___- 1, 065, 000 
Manchester Terminal Corp., Houston, Tex_._._.-__----_-_________ 1, 010, 000 


Moody Compress & Warehoue Co., Galveston, Tex_.-.._.--_--____ 959, 000 





I. THE COTTON EXPORT ADVISORY COMMITTEE OF THE U.S. DEPARTMENT 
OF AGRICULTURE 


The members of the Cotton Export Advisory Committee of the 
Department of Agriculture held three meetings during the cotton 
crop year 1955-56. The first, which was the fourth meeting of the 
group, was held on August 31, 1955, at Memphis, Tenn. ; the second at 
New Orleans, La., on November 9, 1955; and the third on March 21, 
1956, in Washington, D.C. Attending the March 1956 meeting were 
D. W. Brooks, general manager, Cotton Producers Association; E. F. 
Creekmore, E. F. Creekmore & Co.; R. L. Dixon, R. L. Dixon & 
Co.; Lamar Fleming, Jr., chairman, board of directors, Anderson, 
Clayton & Co.; Herman S. Kohlmeyer, Kohlmeyer & Co.; Allison 
H. Pell, Pell Cotton Co.; Ray Provost, Producers Cotton Oil Co.; 
Eric Hirsch, Allenberg Cotton Co.; and Robert Flautt, cotton pro- 
ducer. 

The minutes of all these meetings were examined by staff members. 
As they are drafted in general terms and are not verbatim transcripts 
the specific positions taken by the various members on the different 
subjects of the agenda are not recorded. The information which fol- 
lows was abstracted from these minutes. 

In the meetings in 1955, preliminaries of the special export program 
and its terms and requirements were discussed. It was the general 
consensus that the term “lower quality short staple” cotton should 
include as many qualities as possible. Substitution and its desirabil- 
ity were discussed at some length with most of the members appearing 
to be in its favor. It was indicated by the chairman of the « ommittee, 
however, that the General Counsel of the Department would most 
likely rule that the actual bales purchased must be exported. 

There was general agreement that if substitution was not permitted 
the purchaser should be given the alternative of exporting the cotton 
himself or causing its export. 

All agreed to the desirability of shipping the cotton as soon as pos- 
sible. It was the general consensus that shipments against Public Law 
480 should not be eligible and that shipments against funds of EIB 
(Export-Import Bank) should be eligible. Opinion appeared fairly 
divided as to shipment against ICA program sales. 

The consensus of opinion was that adequate guarantees to force com- 
pliance should be included in the terms of the program and that the 
guide for determining minimum acceptable prices should be left en- 
tirely with the department. 

In the November 9, 1955, meeting there was general agreement that 
bids should be submitted on a fixed price basis at port with cost of 
transportation to port to be for CCC’s account. Selling by samples 
was’not considered practical and the subject of reclassification brought 
forth various opinions indicating the need for such a provision to pro- 
tect purchasers against lower qualities that most likely would have no 
ready sales export outlet. 

As to Senate bill 2125 the group agreed that the base qu: ality for pur- 
paws of parity and price support should be changed from Middling 

7 inch to Middling 1 inch. 

In the March 21, 1956, meeting a majority believed that a cash export 
subsidy was preferable to the competitive bid sales program; it was 
generally concluded that a display of samples method of sale would be 
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cumbersome, undesirable, unworkable and would serve no good pur- 
pose in the disposition of the cotton; it was the group’s opinion that 
substitution of raw cotton should be freely permitted under a com- 
petitive sales program and that textile products exported should be 
given the benefit of a price reduction; it was generally agreed that the 
method used under the 1 million bale program for determination of 
quality was desirable, and that every effort should be made under the 
program to permit purchasers of the cotton to obtain samples and have 
warehousemen start processing the cotton for shipment well in advance 
of August 1 so as to relieve congestion. 

By department letter of April 6, 1956, the members of the commit- 
tee were advised that the terms of their appointments had expired. 


J. STAFF COMMENTS 


In order to obtain information on the effect of the CCC cotton sales 
programs on the various segments of the U.S. cotton industry and other 
information pertinent to the committee’s directive, staff members made 
a field trip to Memphis, Tenn.; New Orleans, La.; Birmingham, Ala. ; 
Houston and Dallas, Tex.; Atlanta and Gainesville, Ga.; Columbia, 
S.C.; and to New York City. During the trips, staff members inter- 
viewed nearly 50 individuals who were concerned, in some way, with 
the cotton economy of this country, i.e., large and small merchandisers, 
bankers, producers, futures Scaled, aa brokers, warehousemen, mill 
buyer, cotton gin manufacturer, officials of cotton growers’ or shippers’ 
associations, etc., as well as Government officials handling actual opera- 
tion of the programs or allied activities (warehousing, classing etc. ) 

The comments which follow are based on information received from 
and opinions expressed by these individuals on the more important 
aspects of the Government’s cotton export programs. 


1. Administration of the CCC sales programs 


Practically everyone interviewed felt that the New Orleans Com- 
modity Office was doing an exe ellent job in handling the enormous 
amount of paperwork involved in the sales, reclassification, keeping 
the catalog current, and in its general services to the trade. No com- 
plaints were received in this regard. 

One complaint was made on the length of time necessary to receive 
the cotton purchased from the warehouse where stored, and a few 
merchandisers stated that it took so long to get the CCC cotton re- 
classed that they were not availing themselves of this right. 

While a majority of those interviewed stated that they preferred 
an export subsidy type of program, nearly all said that now that CCC 
has made the decision to put its export program into effect, the pro- 
gram is working out well. It is loosening up the supply of cotton, 
stimul: ating trade, and moving U.S cotton into the world market in 
competition with foreign growths. 

In generai, there : appeared to be much more optimism in the trade 
than was found on a similar field trip by the staff a year ago. 


2. Substitution 


As noted earlier in the report (terms of sales agreements) the pur- 
chaser of CCC cotton under the second program is permitted to export 
either the identical cotton purchased or an equal quantity of cotton 


not acquired from CCC. 
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Public Law 395, 84th Congress, provides for substitution by amend- 
ing section 407 of the Agricultural Act of 1949 (Public Law 439, 81st 
Cong.) to read: 


For the purposes of this section, sales for export shall not only include sales 
made on condition that the identical commodities sold be exported, but shall also 
include sales made on condition that commodities of the same kind and of com- 
parable value or quantity be exported, either in raw or processed form. 

Staff members were informed that after the matter of substitution 
had been considered at several meetings held by Department officials 
to determine policies and details of the second export program, it was 
decided to permit substitution for the following reasons: 

(a) It aids substantially in the export of cotton. As there are 
over 300 different qualities of cotton and a wide variation in the spe- 
cific requirements of both foreign and domestic mills, substitution 
gives the cotton trade the necessary flexibility to furnish each cus- 
tomer the kind of cotton which might not be available if identical 
CCC bales had to be exported. With substitution, cotton merchants 
can more easily assemble even-running bales and use cotton inter- 
changeably for foreign or domestic needs, thereby merchandising cot- 
ton purchased from CCC and their own stocks as well. This tends 
to increase both export and domestic sales. 

(6) It permits 1956 crop cotton produced in areas which normally 
produce cotton that is sold to foreign customers to be shipped direct 
to the export market instead of being channeled through the loan 
program. Thus, the various types of cotton produced across the Cot- 
ton Belt will tend to move into those markets in which it is normally 
used and for which it is best suited. 

(c) CCC cotton at locations convient to American mills can be 
= more economically in the domestic market than by the foreign 
mills. 

(7) It avoids the cost of policing to assure compliance which would 
be necessary under a program that required the export of identical 
CCC cotton. 

In a memorandum to staff members CSS advised that some mer- 
chants in or near the mill areas who primarily handle cotton for the 
domestic market had indicated opposition to substitution but that 
many others had indicated that they would be unable to participate 
in the export sales program to any appreciable extent unless sub- 
stitution is permitted. 

Some Department officials stated that substitution would not please 
everyone in the cotton business but that, after much consideration and 
for the reasons stated above, it was decided that it is preferable to a 
program requiring that identical CCC cotton be exported. 

The substitution provision of the program appeared to meet with 
the approval of most of those in the trade with whom the subject was 
discussed. Their opinions substantiated those of CSS officials who 
contended that substitution sold more CCC cotton as it permitted the 
trade to (1) sell foreign buyers new crop cotton, which many of them 
prefer, and (2) sell to domestic mills some CCC cotton for which 
there is no foreign outlet. 

Mr. Frank P. Biggs, director of the New Orleans Commodity Office, 
estimated that sales by CCC would be about one-third less if substi- 
tution were not permitted. Merchants’ estimates ranged from one- 
third to two-thirds. 
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Substitution, in the opinion of both large and small merchants, 
does allow greater participation by the smaller domestic companies 
and exporters because some of the substitute cotton is merchandised 
by these small firms who might not otherwise be able to participate 
in the program if identical bales of CCC cotton had to be exported. 

This view appears to be borne out by the data showing a Pen tir 
by six of the largest U.S. cotton firms—63.3 percent on the first program 
under which identical bales must be shipped, as against 50.6 percent on 
the second program which allows substitution, a 20-percent decrease. 

During the survey, it was found that the sale of “rights” has become 
extensive. Briefly, what happens on such sales is that a purchaser 
of CCC cotton, with no foreign outlet, sells the cotton to some firm 
which does have foreign customers, or, conversely, buys cotton from 
some other firm which has purchased cotton from CCC and sells it to 
his domestic customers. It appears that such transactions have been 
beneficial to both the small and large firms and have enabled many of 
these smaller companies to operate in the program. 

Information received from cotton merchants indicated that these 
“rights” sold at about 5 to 514 cents per pound (over the price at which 
the cotton was originally purchased from CCC) early in the program 
and increased to 7 to 714 cents at time of the survey, September 1956. 

Officials of small cotton firms were interviewed and, with one excep- 
tion, all expressed approval of the substitution provision in the pro- 
gram. They stated, however, that it is necessary for these small com- 
panies to be alert and aggressive in working out arrangements with the 
larger firms for the sale or purchase of CCC cotton. On the basis of 
information received from several small companies, it appeared to 
staff members that substitution and trading in rights has enabled them 
to participate successfully. 

An example of the beneficial effect of substitution to the smaller 
firms is shown by the following information obtained from officials 
of one such company. 

This firm normally handles about 75,000 bales of cotton each crop 
year of which around 10,000 bales is exported. 

With little more than 6 weeks of the current 5? year gone, the 
company had sold 39,000 bales, of which 7,000 bales were sold to 
foreign buyers. 

The firm had purchased about 7,000 bales direct from CCC and 
approximately 18,000 bales of CCC cotton from other buyers under the 
program. All of this cotton, 25,000 bales, was sold to domestic mills. 

On the 7,000 bales of direct purchases, company officials stated that 
the cotton was bought at 6 to 614 cents per pound ($30 to $32.50 per 
bale) less than the market price and that it was sold to domestic mills 
at a profit of about 5 cents per pound ($25 per bale). 

The firm is held responsible by CCC for the export of 7,000 bales of 
cotton. As of the date of the interview, September 7, 1956, it had 
made foreign sales of 5,500 bales with another sale of 1,500 bales pend- 
ing. It planned to fill its orders by purchase and shipment of the 
better grades of new crop cotton Src by the foreign purchasers. 

Company officials could not state what the ultimate net profit or 
loss will be on these various transactions. They estimated that they 
might have to pay 1 cent per pound over the current loan price to 
procure the new crop cotton needed to fill the firm’s foreign orders. 
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Tn such event, the loss on foreign sales may be 4 to 5 cents per pound 
($20 to $25 per bale), substantially offsetting the $25 per bale profit 
made on sales of the 7,000 bales of CCC cotton to domentit mills. 

On the 18,000 bales of CCC cotton to which they acquired the rights 
from the original buyer, company officials stated that they paid 4 5 to 
7 cents per pound for the rights and made a profit of $2.50 to $3.75 per 
bale when they sold the cotton to domestic mills. 

Company officials stated that most of the 7,000 bales purchased direct 
from CCC was 1953 crop cotton which their foreign customers found 
undesirable but that it was sold without too much difficulty to domestic 
mills. 

As to reclassification, the firm requested that 75 percent of the 7,000 
bales be reclassed. On 4,197 bales reclassed to date the average claim 
per bale was $7.55. 

One official of the company stated that it was his opinion that, “No 
substitution would have killed the little fellow.’ 

3. Reclassification 

It will be recalled (see “Terms of sales agreements”) that on the 
second export program, CSS by amendments of its original announce- 
ment granted the purchaser greater freedom in his selection of cotton 
purchased from CCC on which he could request reclassification by the 
classing offices, Agricultural Marketing Service, Department of Agri- 
culture. Whereas under the announcement of the program on April 
17, 1956, the purchaser was required to have all of the cotton in a sale 
reclassed, if he requested reclassification at all, he was later granted 
the option of requesting reclassification on only that quantity of cotton 


in one sale which was of “one growth of any one grade and staple 


* * * ina particular warehouse.” 


CSS officials were queried as to their reasons for allowing the buyer 
more latitude in his selection of CCC cotton to be reclassed. Perhaps 
the most significant reply was made by Mr. Biggs, director of the New 
Orleans commodity office, who stated that if CCC had held to its 
original requirement, the purchasers could have circumvented it and 
obtained the option they now have by submitting several bids, each 
for a smaller quantity and for the cotton of “one growth of any one 
grade and staple in a particular warehouse.” Thus, the same end 
result would have been achieved by the trade at substantially greater 
processing cost, to both CSS and the buyer, of a much greater volume 
of paper work on possibly 15 or 20 sales instead of 1. 

CSS advised that in actual operation under the program, the re- 
quirement that all of the cotton in any one sale must be reclassed was 
impractical. Many sales are for large quantities of cotton stored in 
several warehouses in different areas of the Cotton Belt. On some of 
the cotton in a purchase from CCC the buyer might have an immediate 
sale and desire quick reclassification while he might have no such im- 
mediate need on the balance of the cotton in the sale. Adherence to 
the original requirement would have thrown a much heavier burden 
on the classing offices at a time when they are very busy classing the 
new crop 

The necessity of drawing samples from millions of bales of cotton 
in ashort time would also work a hardship on warehousemen. 

Limited space at the classing offices for the storage of samples also 
presents a problem. 
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S, by letter, stated that, for the reasons given above, greater free- 
dom of choice was allowed the purchaser although the decision to in- 
clude the requirement in the original announcement (that all cotton 
in a sale must be reclassed, if any), “was made largely on the prin- 
ciple that the purchaser was entitled to get cotton of a value which 
corresponds to the prices paid but was not entitled to be protected on 
the overclassed cotton without being required to pay a price commen- 
surate with the value of the underclassed cotton.” 

The CSS letter, in conclusion, stated “In considering the sequence 
of changes in this provision it should be noted that (1) sales under the 
program are made on a competitive bid basis, (2) in considering bids 
to be submitted and prices to be offered, the controlling program pro- 
visions are always taken into account, and (3) the prime objective of 
CCC is to sell the maximum amount of « ‘otton at the best price obtain- 
able. We believe these changes have aided in this objective.’ 

Mr. Biggs estimated that strict adherence to the original require- 
ment would have sold less CCC cotton and that purchasers would 
have bid at least $5 a bale less. 

The following comments relate to views and opinions on reclassifics 
tion obtained from the trade. 

It appeared that purchasers were requesting reclassification on at 
least 90 percent of the CCC cotton and that claims are due primarily 
to discoloration. To a much lesser extent claims are due to board of 
review changes of the original classification. Accurate data as to the 
exact amount of claims for each was not available. The largest pur- 
chaser, Anderson, Clayton & Co., reported that it had requested re- 
classification on 88 percent of the cotton acquired on the first sale and 
on 96 percent of the bales processed to October 15, 1956, under the 
second program. 

While there was unanimity of opinion that cotton kept in storage 
for 2 or more years would deteriorate in color, and that this has taken 
place on CCC-owned cotton, conflicting opinions were received from 
the trade as to whether or not some of the CCC cotton had been over- 
classed when it entered the loan. Some expressed opinions that class- 
ing had been “erratic”; that it varied by areas from year to year, and 
that the necessity of anniv ing temporary classers during the peak of 
the crop season had resulted in some misclassing. 

Officials of the cotton firms with whom the question was discussed 
expressed the opinion that two things would have happened if CCC 
had not permitted reclassification—(1) the CCC would have sold less 
cotton and (2) the trade would have bid less for it because of the risk 
involved on its actual grade. Estimates on the latter point ranged 
from 114 to4 cents per pound. 

Disregarding the quantity that might have been sold by CCC if it 
had not permitted reclassification, it is impossible to determine which 
method would have resulted in less net loss to CCC. On the relatively 
few claims submitted to September 14, 1956, on the second program 
(440,000 bales out of 3,815,355 sold) the average claim per bale was 
$10.36, or 2.1 cents per pound. To this must be added the consider- 
able cost of reclassification work by the boards and the cost of process- 
ing a tremendous amount of paper work on the claims. 

Officials of the larger firms stated that they had sold practically 
none of the CCC cotton on the same grade as it was purchased under 
the second program. They stated that they make their own classifica- 
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tion, in some cases based on micronaire tests, and sell to mills the par- 
ticular grades which they want. One individual stated, “Cotton mer- 
chandisers don’t class cotton—they class the mills and for the mills. 
They ship what the mill wants and get what they can.” 

4. Prices accepted by CCC 

A few of those interviewed expressed the opinion that the base price 
on middling 154, inch cotton should not have been reduced from 27.5 
cents per pound to 25.0 cents as was done on sales after May 28, 1956. 

One of those who expresed this view was Mr. Lamar Fleming, Jr., 
chairman of the board of directors, Anderson, Clayton & Co. He 
stated that CCC would have sold “about as much” cotton at 27.5 cents 
as at 25.0 cents and, in support of his opinion, cited the first program 
under which 1 million bales of 154 ¢-inch and quarter staple cotton were 
sold in 8 weeks. 

When asked if he expressed this same opinion, in regard to price 
at which CCC cotton should be sold, during the meeting of the Depart- 
ment’s Cotton Export Advisory Committee on March 21, 1956, Mr. 
Fleming stated that the subject of price was not discussed at this meet- 
ing. (Two other members of the committee confirmed his statement 
that price was not discussed at the meeting.) 

An officer of a bank which finances a substantial amount of cotton 
= a similar opinion, stating that “CCC sold 1 to 114 cents too 

ow.’ 

Most of those, however, with whom the subject was discussed stated 
that the price of 25.0 cents accepted by CCC was “about right” for the 
reason that it was getting rid of old CCC stocks, regaining foreign 
markets for U.S. cotton, and would curtail to some extent cotton pro- 
duction in foreign countries. 

One point on which staff members found unanimity among those 
interviewed was that it would be a mistake to drop the price lower than 
it has been set, 25.0 cents, because such action would create uncertainty 


and would encourage foreign buyers to hold off on purchases in the hope 
of a still further reduction. 


§. Advantages to the large merchandiser 


Most of those in the trade with whom the subject was discussed ex- 
pressed the opinion that the CCC cotton export programs gave an ad- 
vantage to the large cotton merchants. Some of the officials of the 
largest domestic cotton firms readily admitted this to staff members, as 
did Mr. Biggs, director of the New Orleans commodity office. 

Of particular significance was the statement made to staff members 
by Mr. Fleming of Anderson, Clayton & Co., the largest cotton firm in 
the United States, that when the present program was being considered 
he told the Secretary of Agriculture and “anyone else up there who 
would listen” that the program would give an advantage to the larger 
cotton merchants. 

Based on data showing the percent of participation in the second 
program by six of the largest firms and on views expressed by the trade, 
it appears that such firms have found the programs attractive and that 
they do have certain advantages over the smaller cotton merchants. 

Disappearance (domestic consumption plus exports) of U.S. cotton 
for the past two crop seasons was: Bales 


Crop season August 1, 1954 to July 31, 1955_-_----._--.-----_--- 12, 286, 000 
Crop season August 1, 1955 to July 31, 1956_..-._._..__.-___.--._.._.- 11, 431, 000 
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The following schedule shows the approximate percent of U.S. 
cotton sold by each of the six large U.S. cotton firms during the past 
two seasons, as against the percent of CCC cotton they had purchased 
under the second program to September 30, 1956 : 


1954-55 1955-56 


Bales Percent Bales Percent 


Anderson, Clayton & Co 1, 726, 255 : 1, 476, 256 
Geo. H. McFadden & Bros 682, 160 5. 562, 432 
Hohenberg Bros. Co 325, 000 ; 315, 000 
Cook & Co., Ine : 327, 529 : 344, 226 
Weil Bors-Cotton, Inc 375, 000 3. 325, 000 
Volkart Bros., Inc 198, 733 5 196, 237 


epenns 
one KH OM 


3, 634, 677 9. 3, 219, 151 
8, 651, 323 . 8, 211, 849 


12, 286, 000 . 11, 431, 000 


ss 
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The fact that these six firms purchased proportionately nearly twice 
as much of the cotton offered by CCC under the second program as 
their share of U.S. cotton sales has been for the past two seasons, indi- 
cates that they have found the program to their best interests. 

There are two principal reasons why the large cotton firms are able 
to operate to better advantage under the Department’s program than 
can the small exporters or cotton merchants who normally sell only 
to domestic mills. They are (1) financing and (2) sales outlets, 

The cotton sold by CCC is of mixed and irregular quality, due 
principally to discoloration because of age, some inaccuracies in the 
original classification, and the practice of trade buying of the top- 
quality bales from the producer before he abandons his cotton to 
CCC. In general, the trade considers that CCC cotton stocks have 
been culled twice—once by the trade before the season’s crop goes into 
the loan, and again by trade buying of producers’ equities on the better 
grades of cotton which have been put into the loan. 

For example, if a purchaser of CCC cotton has a sale of 100 bales of 
Middling 1 inch, he may have to purchase from CCC 400 to 500 bales, 
or more, of cotton listed in the CCC catalog as Middling 1 inch in 
order to obtain an even running lot of 100 ve of Middling 1 inch to 
apply on his sale. 

A firm with adequate capital can operate in this manner because it 
can sell the excess cotton received from CCC to its many customers, 
both domestic and foreign, who have needs for different grades or, if 
necessary, it can hold the cotton in its inventory. The small mer- 
chandiser or exporter with limited means is handicapped in both 
respects. 


6. Effect of export program on small merchants and producers 


Although a consensus of trade opinion appeared to support the 
substitution provision in the Government’s export program, one reason 
being that it enables many of the smaller merchants to participate, sev- 
eral individuals expressed the view that the export program as a whole 
is working a hardship on the small interior merchants and those who 
have no export outlets. 
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Some comments made by these individuals are quoted below: 


Small merchants have had 3 bad years and are reluctant to gamble on CCC 
export cotton. 

Small shippers who have no export business don’t know how to go about it. 
Somebody’s got to be hurt, it’s hurting farmer’s present marketing. 

The small merchant has been substantially hurt and he is the backbone of the 
merchandising system. The farmer has no other market than CCC loan at 
present. 

The small interior merchant is being put out of business. He buys one bale 
to more in lots, puts them together and sells in larger lots. They can’t do business 
and are in serious hardship. 

Some expressed concern regarding the possible detrimental effect on 
U.S. cotton producers of a continuation of the Government’s export 
program. The cause of their concern appeared to be a belief that the 
farmers’ market would be “narrowed.” 

It was stated that the price of cotton to the producer has to a large 
extent in the past been “set” by the hundreds of little merchants and 
buyers across the Cotton Belt who have been able to compete with 
the large merchants because of long personal relationships with the 
farmers and an intimate knowledge of conditions in local areas. 

Now that CCC’s large stock of cotton has become available to meet 
trade demand, it was their opinion that the little cotton buyer could 
not compete successfully and would be forced out. 

It was their feeling that if this happens the producer would be left 
in future years with only two alternatives—(1) sell his cotton at prices 
set by the large merchandisers or (2) lenses it to the Government 
loan. 


IV. Errect or U.S. Corron Exrorr ProGrRaM oN PRODUCTION OF 
Corron IN Foreign CouNTRIFS AND ON INVESTMENTS: BY U.S. 
PrivaTE INTERESTS 


During the survey, staff members obtained the views of cotton 
merchandisers, shippers, bankers, and brokers on the effect of the 
Department’s export program on production of this commodity by 
foreign countries and on investments in these countries by U.S. private 
interests. 

In general, trade opinion appeared to be that the effect would be 
greater in 1957 than in this year because most of the cotton- produci ing 
countries had planted their 1956 crops before the Department’s policies 
on sales of its cotton became known. 

As the opinions expressed by an official of a bank which finances a 
substantial amount of cotton seemed to be held by several of those 
interviewed, they are included in this report. 

He expressed the view that the U.S. export program would have 
more effect on production in the Central American countries—Nica- 

‘agua, E] Salvador, and Guatemala—than in Mexico because they are 
relatively “new” in production of this crop. 

It was also his opinion that no substantial decrease in investments 
in Mexico by U.S. private interests could be expected because they 
have concentrated such investments, or made production loans, in 
those areas where cotton is produced efficiently. He felt that these 
U.S. firms would continue to gin, merchandise, and make loans in 
such areas. Others with whom the subject was discussed concurred. 





This banker added that an official of the third largest bank in Mexico 
told him that his institution “was going to get out of the inefficient 
areas and let the Government banks finance them.” 

In summary, it appeared to be the opinion of the trade that (1) 
U.S. private interests would “tighten up” on production and harvest 
loans but would ke ‘ep their permanent investments in gins, warehouses, 
and other properties in foreign countries and, (2) while the export 
program would probably have an adverse effect on further expansion 
of production in some countries, Mexico would remain a major com- 
petitor with U.S. cotton because, with irrigation, it produces good qual- 
ity upland cotton and at lower labor costs. 

The following comments relate to such information as staff mem- 
bers were able to obtain on investments and activities in foreign coun- 
tries by six of the largest U.S. cotton firms. 

Anderson, Clayton & Co., Houston, Tex. 

As of July 31, 1956, this firm had a controlling interest in 29 com- 

panies in 6 foreign countries as follows: 


Mexico____ i Noa ree 1G} BeOM. oe ict Si ae as 


» 


ee 8 Se eens 2; Panama 
RN ed 2h ea eee 5 I 


[t either owns or controls gins « 
below : 


Country Number of Number of 
gins warehouses 


S 


> 
| = OO -10 





Perhaps the most significant information received from this firm 
related to its loans to producers during the past 2 crop years : 


Year ending— 


July 31, 1955 | July 31, 1956 


$18, 374, 884 $15, 802, 335 
703, 172 1, 274, 859 

1, 302, 437 1, 191, O83 
567, 208 493, 469 


| 
| 


20, 947, 701 18, 851, 74H 


It is of interest to note that loans in Mexico during the past year 
decreased nearly $2,500,000 from the year preceding. 

The company st: ated that it planned continuation of its crop produc- 
tion financing policy. 


Geo. H. McFadden & Bro. Me mphis, Tenn. 


This firm had a controlling interest in five companies in Mexico (with 


a 45-percent control in two others), two companies in Brazil and one in 
Holland. 
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Either by ownership or joint interest with two other companies, it 
controls the gins shown below: 














Country | Number of | Number of 

gins warehouses 
Na a se udabdbiuacdinceloausined | Tl 0 
TNT a ee en ee a ete ed 7 1 
Pint nenkdtebeddidcieceibnaecianappedbubokswndbenwwnwaiaies’ 18 1 





It finances production in both Mexico and Brazil, principally by 
advances to ginners and merchants, and to a small extent in Mexico 
by advances to growers. 

Loans for the past two crop seasons have been as follows: 





Country 
1954-55 1955-56 

Mexico: 
Advances to ginners and merchants. .....-.....--.....---....---.------- $1, 772, 000 $1, 814, 000 
Advances to growers_....-.---- cuca chsh icepameicests aa avs insiaios ss vesateaspreaviea wna 0 160, 000 
Bresti: Advances to merchants... 2... nen ccc nnn cunsnccnecccesoncescccee | 182, 775 258, 435 
a | 
deh ee cial cs icenintaias scalar | 1, 954, 775 2, 232, 435 





For the 1956-57 season company officials estimated advances to Mex- 
ican ginners and merchants would be $1 million, or $814,000 less 
than last year. They stated that they expected to continue in business 
in Mexico and Brazil but have no plans at present to increase invest- 
ments in these countries. 


Hohenberg Bros. Co., Memphis, Tenn. 


In reply to the question as to what firms, domestic or foreign, are 
controlled by the parent company, the President stated in a memo- 
randum to the staff that it owned 60 percent of Hohenberg Central’ 
America Corp., Managua, Nicaragua, and that— 

The principal stockholders of Hohenberg Bros. Co. also have financial interests 
in Mexican and Brazilian companies, which are independently managed. 

He went on to state that these “independently managed companies, 
in which the principal stockholders of Hohenberg Bros. Co. have 
financial interests” have 8 gins and no warehouses in Mexico, and 
financed, by advances, 35,000 bales in 1954-55 and 40,000 bales in 
1955-56 in that country. He said that these companies had tried to 
sell seme of their gins in Mexicali, Mexico, because “it’s an uneconomic 
area.” 

He stated further that the company had “no definite future plans.” 
Cook & Co., Inc., Memphis, Tenn. 

In Mexico, this firm has three subsidiary companies, of which two 
are engaged in merchandising cotton and one in cotton ginning. 

In Brazil, it has two subsidiaries, one of which merchandises cotton 
and the other operates warehouses. 

It also has one subsidiary company in Nicaragua. 
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Through these companies the firm operates gins and warehouses as 
shown below: 














Country Number of | Number of 

gins warehouses 
FR ckcdnecenuadtdbehonndddcesseuutiadbaosstseunben sth ts dineriaieh ts p-asantichdlaioclatiele 8 0 
BOGE dk wcdocecascaukouesctdknscedaccduvedsascnascknbupaeneendbndacesauenane 5 2 
ME .ccconsapeeudes Coe AAAS kdd abate dicen cakcuuiaensaacwene 13 | 2 
2 


Loans, in the form of advances against future delivery of cotton, 
during the past 2 years were: 








Country 1954/55 1955/56 
DONDE ii ciaics db ceceubis date ncn adeknabdedccebadnedamaaanasaewaeowamee $2, 500, 000 $1, 500, 000 
RUE Sa cca cuits ossdwr Stacia adeucs bs aeale au seein dammacraenbeanaies ismuncas waganiin 120, 000 200, 


II an cchintctironsiteeencntieanssiinnreicaneiililinacndiatitimceibeinitatinaceiteh | 2,620,000 | — 1, 700, 000 


This company also appears to be tightening up on its crop loans, as 
indicated by the $1 million decrease last year. 
As to future plans, the president of the firm stated : 


We plan no expansion in any foreign country. It is more pleasurable, more 
comfortable, and certainly safer to operate in the United States * * *. 


Weil Bros.-Cotton, Inc., Montgomery, Ala. 


The president of this firm reported that although the parent com- 
pany does not own or control any interest in them, “some of the stock- 
holders of Weil Bros.-Cotton, Inc., own stock in two companies in 
Mexico and one in Panama.” 

He stated that the Mexican companies made advances to farmers in 
Mexico as follows: 1954—55, $175,000 ; 1955-56, $250,000. 

A gin, purchased in 1956, in Matamoras, Mexico, is owned by the 
stockholders of the parent company. 

Regarding future plans, the president of the firm stated : 

At the present time, neither Weil Bros.-Cotton, Inc., nor the owners of Weil 
Bros-Cotton, Inc., have any plans for expansion in the countries outside the 


United States, but are frankly interested in any propositions which might come 
to them, should such propositions prove to be profitable compared to risks. 


Volkart Bros., Inc., New Orleans, La. 


The New Orleans branch of Volkart Bros., Inc., a New York firm 
which has two partners who are also partners of the Swiss firm of the 
same name, reported that it controlled one company in Canada and 
one in Mexico. Also that it owned or controlled no gins or warehouses 
in foreign countries and made no production loans or advances against 
delivery of cotton. 








These six large U.S. cotton firms were requested to supply informa- 
tion on the number of bales of cotton handled in each foreign country 
during the past 2 years, which they furnished, as follows: 


Anderson Geo. H Hohenbers Cook & Weil Bros.- 
Country Clayton VMicFadden Bros. Co Co., Ine. Cotton Total 
| &Co & Bro. Inc. 
1954-55 

Mexico 507, 675 92, 517 125, 000 1125. 000 50, 000 900, 192 
Nicaragua 14, 336 10, 000 43, 000 | 67, 336 
Guatemala 10), 000 7, 000 17, 000 
Salvador 44, 000 44, 000 
Argentina 56, O70 56, 070 
Brazil 361, 720 55, 394 @ 1 75, 000 ; 
Peru i 76, 891 : ‘ 76, 891 
Paraguay 6, 614 6, 614 
Egypt 100, 744 100, 744 
Country not specified__- 11, 232 15, 866 

Total nec 1, 124, 050 159, 143 215, 866 144, 000 


1955-56 


Mexico... ses 571, 929 154, 496 190, 000 1145, 000 73, 000 1, 134, 425 
Nicaragua : 51, 176 5, 000 = 27, 000 83, 176 
Guatemala 5, 000 9, 000 14, 000 
Salvador 20, 000 55, 000 75, 000 
Argentina 56, 809 im 56, 809 
maessl. ..c.\.2. sates 340, 400 78, 700 (2 180,000 |_- 
Peru 85, 817 ; 85, 817 
Paraguay. 9, 555 : P 9, 555 
Egypt 110, 820 : : 110, 820 
Country not specified______- 11,011 |_. 1 14, 310 ‘ 

Total. ; , 246, 506 244, 207 |_. 239, 310 164, 000 | 


i Total figure submitted by the company but breakdown by countries estimated by staff on the basis 
of data furnished by the company for the year 1953-54. 
2 Not available. 


Volkart Bros, Inc., reported that it handled no cotton in foreign 
countries in 1954-55 and only 1,600 bales in 1955-56. 

The tables above show that most of the increase in 1955-56 over the 
preceding year was in Mexico (26 percent) and the Central American 
countries (34 percent). 

The Wurray Co. of Texas. Dallas. T ex 

Staff members felt that some sidiouhb of the effect of the U.S. 
cotton export programs on (1) production in foreign countries, and 
(2) on activities of U.S. private interests in cotton producing coun- 
tries, could be obtained from this firm which is one of the largest manu- 
facturers of gins and gin machinery in the United States. Accord- 
ingly, they interviewed the firm’s vice president in charge of sales, Mr. 
John C. MacDonald. Mr. MacDonald submitted the following data 
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on sales of gin machines and parts for delivery in foreign countries for 
the past 5 years, as well as his estimated 1956 sales. 


Sales for delivery in Mexico 
Total sales for a 
Calendar year foreign deli- 
very, amount Amount Percent of 
total 

195] $5, 718, 471 $3, 117, 781 55 
1952 1, 873, 477 54%, 922 29 
1953 1, 372, 032 4°94, OOO 36 
1954 3,171, 69 1, 053, 602 33 
19 6, 369, 870 3, 853, 721 60 
1956 (estimated 5, 000, 000 3. 000, 000 60 
23, 505, 519 12, 068, 026 51 


Mr. MacDonald stated that whereas in 1951 he did business with 
about 25 Mexican firms, this year he has made sales to only 1. Re- 
garding financing of gins for Mexico, he added that, with the excep- 
tion of this one Mexican firm and the Mexican Government banks, 

“practically all gins are financed by U.S. private interests.’ 

In 1955, the Murray Company sold about 35 complete gins for for- 
eign shipment. This year, Mr. MacDonald estimated that 20 ae 
plete plants would be shipped, a 40 percent reduction. He stated that 
orders for six to eight gins to be delivered in Mexico were cancelled 
in May 1956. 

On sales of gins to U.S. private interests for delivery in foreign 
countries, Mr. Mac Donald said that whereas Anderson, C layton & Co. 
“normally” buys 8 to 10 gins for its Mexican operations, it has bought 
none this year and has indicated that it will buy none next year; 
Hohenberg Bros. Co. bought two gins last year and none this year; 
Weil Bros. Cotton, Inc. and Cook & Co. buy only “fill-in equipment” 
and that Geo. H. McFadden & Bro. have not been buying gins. 


Department's estimate of programs effect on foreign production 

As stated elsewhere in this report, several individuals in the trade 
expressed the view that the Department’s cotton export programs 
would to some extent curtail expansion of production of this commod- 
ity by foreign countries. 

However, the Foreign Agricultural Service states that its sources of 
information indicate world production in 1957—58 may equal or exceed 
that in 1956-57. 

While continued stability of world cotton prices at the level of 
recent months will probably result in leveling off production in many 
free world countries, FAS states that further expansion in production 
is planned by several countries; India, Pakistan, Sudan, Greece, 
Spain and the Near East, regardless of the lower prices this year. 
Some of these countries have established 5-yea r production goals and, 
according to FAS, attempts to achieve this senabaien will be made 
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through higher yields rather than increases in acreage. Both the 
Soviet Union a China are expected to increase production next year. 

While the United States production is expected to be about 1.5 mil- 
lion bales (10 percent) less this year than last, and Mexico about 
450,000 bales (20 percent) less, total world cotton production in 
1956-57 is expected to be only about 600,000 bales (1.5 percent) under 
1955-56 principally because of increases by the countries shown below: 





Increase 
Country 
Number of Percent 
bales 
DT tie ob dee omauinh eh Ra indin Rhahbecoentbngbocchanknbbapbercwnsmwans 25, 000 17 
I sah eal iek argo i. eren oceans dod aiangp bi wh iota vw os Sabin on fiednili aia aoegere 100, 000 25 
a an ed eee pei bokw eames ebabeseemansbomaebucduaae 25, 000 4 
a a a hs een ap ikembbelbininaiseinaded im 400, 000 ll 
ae oa rind mies cab opniategns Guiana ain paint bus dubine te teinceplovens manatdhenkiooes 25, 000 6 
UNI MUNIN nok 6 ce acsasin on hci ile eisivininc aac iedilakainiom wet wiabainiel 713, 000 8 


V. Size AND OPERATIONS OF INTERNATIONAL Corron TRADERS 


Four criteria used by the staff to ascertain the relative size of the 
six firms that purchased the larger quantities of cotton from CCC 
under the special and the export programs of 1956 are presented here- 
under, with data on each criteria shown specifically for each firm. 
This summarized information was secured from sources generally 
available and from the individual firms. 

Listed below are the four testing standards used : 

(a) Capital owned and borrowed on long term. 

(6) Percent of domestic crop handled for two crop years, 
1954-55 and 1955-56. 

(c) The largest open position held by each of these firms 
in (1) all futures on the New York Cotton Exchange at one 
time against the total open interest for the same day, and (2) 
in one future in the same market as against the total open in- 
terest in that future for the same day. ‘The data as to these rela- 
tive futures positions cover the period January 1, 1955 to Sep- 
tember 30, 1956. 

(d) The largest net fixed price position in cotton held by each 
of these firms at any one time in the same 21-month period. 
(The net fixed price cotton position is the total number of bales 
bought over those sold (long), or of those sold over those bought 
(short), both being on a fixed price basis. ) 

Based on the criteria cited above, data 1s shown below on each 
of the six firms: 


Anderson, Clayton & Co., Houston, Tex. 


This firm has for many years held undisputed leadership in the 
merchandising of cotton, not only in the United States but on a 
worldwide basis. It is likewise the leader in cotton ginning and 
cottonseed milling, a close second in compressing and possibly third 
or fourth in warehousing. It buys and sells more raw cotton in the 
United States and throughout the world than any other concern. 
It also operates domestic and foreign refineries for the manufacturing 
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of edible oils and products and is engaged in the merchandising of 
coffee. 

The capital (net worth) of the firm reported to the staff by com- 
pany officials was $173,663,211 on July 31, 1956. The company had 
$62,847,000 of long-term borrowed capital in the form of notes and 
debentures on July 31, 1955, according to its 1955 annual report. 

Its investment in property, plant, and equipment by location was 
as follows: 

[Values shown are on a depreciated basis at July 31, 1955] 








Mill, refin- | Warehouses All other 
Country Total eriesand jand compress| property 
gins equipment 
Thous. of dols. 
I IN aos dno o en tnn ahh s a cdhstdadcedunces $74, 843 $59, 339 $8, 401 1 $7, 103 
DI dairies nticadscccvammmenpwpmeatae es 2, 446 1, 705 Mee Bhadeolivaticases 
WLS cock ee nests eh ackie ae aims emis eae eal ae 17, 452 15, 683 1 CEE bsacdentonnanes 
SEES Peery err eee 944 OEE fio cdcdienecaid Gia ddonms 

ai ccdesdsececeeonasene sasccafeguapesaa Oi ksccsendan Sogatidumsthats 38 
Ronn cul ckedndawehas koa t ease oeeaeee 20, 439 19, 412 934 93 
PE pickcvantupvovntenns wale oem eee eeee 474 BOG ls ntuntnntted cqthdhh btnws lamas 
PN cruickecs beak an tosccchach cam nboteanawes 1, 390 1, 023 MME VS sssccne vane 
ONS o isch curiesnadgeet eames 118, 026 98, 580 12, 212 | 7, 234 





1 Farm lands $4,027,000; textile mill $517,000, and miscellaneous property $2.559.000. 


In the United States this firm owned or controlled 261 gins and 
19 warehouses with a capacity of 1,249,500 bales of densities normally 
stored. It also operates a farm of 51,986 acres (23,948 leased) in 
California and an experimental and seed breeding farm of 860 acres 
in Texas. 

The following schedule reflects the proportion of U.S. cotton 
handled by the company during the past 7 years, based on total dis- 
appearance (domestic consumption plus foreign shipments) of the 
commodity. 

















! 
Anderson, Clayton & Co. 
| i Bi ee a 
| Total dis- | | 
Crop year | appearance Sales Percent of 
| Purchases | 3, ie ale 7 disappear- 
} } ance 
| Domestic Foreign | Total 
(In 1,000 
| | bales) 
I its acaaes 14, 622 | 2, 432 1, 344 840 | 2, 184 | 14.9 
dg ees 14, 617 2, 666 2, 381 452 2, 833 | 19.4 
ROE sewecn eae 14, 711 2, 431 1, 343 7386 | 2, 129 | 14.5 
BGO ltsasodendes 12, 509 1, 884 1,317 352 | 1, 669 13.3 
a 5 OT 12, 336 | 1,417 975 413 | 1, 388 11.3 
ROO ivews wen uns 12, 286 | 1, 653 1, 323 403 | 1, 726 | 14.0 
TONG-66 oF dant 11, 431 1, 337 1, 096 380 1, 476 | 12.9 
7-year aver- | | 
age..... + 13, 216 1, 974 | 1, 397 518 | 1,915 | 14.5 








Crop and development loans made in 1954-55 were $44,702,852 and in 
1955-56, $45,710,397. 

The largest open interest held by this company in all futures on the 
New York Cotton Exchange was 503,800 bales (long) on September 
14, 1956, or 31.4 percent of the total open interest for the market on 
that date, 1,601,500 bales. 
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The company’s largest holding in a single future, that of December 
1956, was 310,900 bales (long) on September 28, 1956, or 57.8 percent 
of the total open interest, 537,900 bales. 

All of the futures positions reported to CEA in the 21-month period 
were classified by the firm as hedges although it appears that some 
smal] part t of those reported on August 5, 12, and 19, 1955, could be 
classed as straddles between markets or as speculative. 

The largest ne* fixed price position held from January 1, 1955, to 


Septe mber 28, 1956, was 827,300 bales on January 21, 1955. 
The company re ae « merchandising loss on cotton for its fiscal 
year ending July 31, 195, notwithstanding an increase in volume. 


Ge 0, H. McFadde 7 a Pro.. Me mphis, 7’ Vidi. 

This firm was organized in 1872. In addition to being engaged as 
merchant, broker, shipper, exporter, and importer of raw cotton, if 
also operates as ginner and compressor through corporations in which 
it owns stock. 

It controls warehouse capacity of 125,000 bales, used almost exclu- 
sively for company purposes. 

The firm reported its net worth on July 31, 1956, as “about 
$10.500,000. 

The quantity of domestic cotton purchased and sold for the past 2 
crop years was as follows: 


| 1954-55 bales | 1955-36 hales 

enereatpeaete eapieipainacaies = , a 

Purchased -. : a 687, 038 535, 645 
Sold | 

IE os dics Amino ; cme’ 418, 029 | 389, 825 

Foreign_-- ; ee a - ee Jil 264, 131 172, 607 

TOM eae ns retinnes peach Sadao 682, 160 562, 432 





Sales shown above were 5.6 and 4.9 percent, respectively, of total dis- 
appearance for the crop years indicated. 

The company only occasionally makes loans to producers, the last 
being in 1953-54 for $750,000. 

The largest open position in all futures held by this firm in the 
New York Cotton Exchange was 245,600 bales (short) on January 
8, 1955, 8.5 percent of the total open interest on that date, 2,958,700 
bales. 

The largest open interest held in a single future was 133,200 bales 
(short) in the May 1955 future on January 15, 1955, or 11.3 percent 
of the total. 

The largest net fixed price position held was 343,000 bales on 
January 7, 1955. 

All of the futures positions were classified as hedging. 


Hohenbe rg Bros. Co.. Memph 18, Tenn. 

The capital of this company is estimated to be approximately 
$3 million. 

Members of the firm own a one-half interest in a California ware- 
house of 7,000-bale capacity. 
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The company reported that the volume of domestic cotton handled 
in the past 2 years was as follows: 


1954-55 bales | 1955-56 bales 


WON oon Soaks cede cdacwedcsiasd. . : | 325, 000 305, 000 
Sold 
Domestic.......-_- ate paeel 225, 000 200, 000 
Foreign.... ons as 100, 000 115, 000 
DS cc deedee ss sk aie te to ee 325, 000 315, 000 


Sales for each year were 2.6 and 2.8 percent, respectively, of total 
disappearance. 

This firm held 81,400 bales (long) on August 31, 1956, on the New 
York Cotton Exchange against a total open interest on that date of 
1,563,000 bales, or 5.2 percent. On the same date it also had its largest 
single futures holding, 49,600 bales (long) in the March 1957 future, 
equivalent to 13.7 percent of the total open position, 362,800 bales. 

The largest net fixed price position of this firm was 126,300 bales 
on June 15, 1956. 

All of the futures positions were reported to CEA as hedges al- 
though there appear to be small straddle and speculative positions on 
July 8 and 15, 1955. 

( ‘ook a ( Ons Tne.. Me mphis, we mn. 

The capital (net worth) of this company was reported by the firm’s 
president as about $2 million. 

Through ownership by stockholders it operates two warehouses in 
Texas, one in North Carolina, and one in California, with a combined 
capacity of 222,500 bales. 

Production loans are made occasionally but do not exceed $250,000 
annually. 

The quantity of domestic cotton handled during the past 2 crop 
vears was as follows: 


1954-55 bales | 1955-56 bales 


PONG <b ob Une deaveuetsoondesiie dateddd ee 312, 343 354, 700 
Sold 
Ss ac camdmuas Pi a “ 235, 637 261, 522 
PINON 12.1.5. th |. ctahinnnth bo etekaiveth uheblesiinwsciead E ag 91, 892 82, 704 
SeiMissivhatddahsbrtoweroniachded bebcedsiaeehits ' 327, 529 344, 226 


Sales were 2.7 and 3.0 percent, respectively, of total disappearance 
each year. 

This firm had an open position of 83,600 bales (short) on Febru- 
ary 28, 1955, in all futures on the New York Cotton Exchange, 3 per- 
cent of the total open position, 2,745,800 bales. Its largest single 
futures holding was on the same date in the July 1955 option, 42,900 
bales as against a total of 828,500 bales, or 5.2 percent. All futures 
were classified as hedges. 

The largest net fixed price position held by the firm was 93,900 
bales, on February 4, 1955. 
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Volkart Bros. Co., New Orleans, La. 


The vice president of the firm reported that its capital is $5,100,000. 
Capacity of domestic warehouses owned is 35,000 bales in Louisiana 
and 37,000 bales in Texas. 

The volume of domestic cotton handled in the past 2 crop years was 
as follows: 


1954-55 bales | 1955-56 bales 





NY  titnakeccedeve sabi bnaginbanas cad dncmidwenihs adcsines bageodednebenen 220, 360 198, 995 
Sold: 

SR rennet cata eabnuanbibhawe saekmicnencmsnnieismatebcn bee icindee 83, 354 75, 053 

te hs coin na ened anenecheGdtninendsenakthonsncabnoace 115, 379 121, 184 

Pil sb iighi gab otinbigsun tenabotbhsaidube toe sKuiandiawndeontmnasy 198, 733 196, 237 


Sales were 1.6 and 1.7 percent, respectively, of total disappearance 
for the years shown. 

This firm held its largest open position in all futures on the New 
York Cotton Exchange on April 30, 1955, at which time its holding 
of 95,700 bales (short) was 4 percent of the total open interest, 
2,381,500 bales. Its largest holding in a single future was 43,400 bales 
(short) on June 30, 1955, in the December 1955 future, or 6.7 percent 
of the total open position, 649,600 bales. AJ] futures in the 21-month 
period were reported as hedges. 

The largest net fixed price position held was 125,100 bales on 
January 21, 1955. 

Weil Bros.-Cotton, Inc., Montgomery, Ala. 

The capital of this firm is estimated to be slightly in excess of 
$5 million. 

The firm reported that it handled approximately 375,000 bales of 
domestic cotton in the crop year 1954-55 and 325,000 bales in 1955-56, 
with about two-thirds of the cotton being sold to domestic mills and 
the balance being exported. 

These quantities represent 3.1 and 2.8 percent of the total dis- 
appearance for each year. 

he largest open position held by the firm in all futures on the New 
York Cotton Exchange was 111,400 bales (short) on January 3, 1955, 
or 3.8 percent of the total open interest, 2,958,700 bales. For a single 
future the company held 28,300 bales (short) on March 31, 1955, in 
the July 1955 future, 3.3 percent of the total open position, 860,500 
bales. AJ] futures were classified as hedges. 

The largest net fixed price position held was 132,800 bales on 
January 3, 1955. 

Comparative data on the six companies 

Summarized below are the more significant data obtained on each 
of the six firms surveyed. 

Capital (net worth) as of July 31, 1956: 


I RU te a ii as cee icecream ae $173, 663, 211 
Si a nO RN a 8 ak : i 
I a ese cit pti pnecineeiani ada eae Maen 5, 100, 000 
a SI kN NO aceasta es cneealnspear os : 
SE NN a a carseagedaeaaeeh +3, 000, 000 
Ia NR a ea cana ctledac in phen sim eineS 2, 000, 000 


1 Estimate based on best sources available. 
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Percent of domestic crop handled during the past 2 crop years: 


1954-55 1955-56 

Dia CIO UE EE ED, 6 shin dein Saddcivew deeb ttevbnesacedadadaaduasaecas 14.0 12.9 
Cae En MN LEN TIED... ah clas cn nist crise abies eee eeleudidahembinaenweie 5.6 4.9 
NE IN MIEN ods, os Loc eidannscpabawaaowk ciao cnesinantene was acvand ate eweann 1.6 1.7 
Wee SO NONE ITI, occ i iniiépsoupabhbisarthdbinud«<thithebabsamadgdubans 3.1 2.8 
EE SOI cn. cuba cuis ph aaanaseaneumadnipeweddesencustdeames 2.6 2.8 
COME Tiegh Ske d inca cccck de cnceei che dmbsbwoddsghlulenncdcbbedebiice 2.7 3.0 

POE ata nininceducwpouus > napuowagiecsule cbawtbicewkecuind aeadvensenains 29.6 28.1 


Percent of open position held at one time on the New York Cotton 
Exchange, as against the total open interest for the same date, during 
the period January 1, 1955, to September 30, 1956: 





All futures 1 future 
Dene A i Os, dn cntitivudnssgaadsssndie nui tkcmndiidiiantel 31.4 57.8 
[one sec SR EE Ge SID oc cencncenkade caccetanansadebeherkbabecebedaatese 8.3 11.3 
WON SION, RIO io cccccucntsncendceddak dabeikakadddcededcdieinddooteieeeakeens 4.0 6.7 
SE MO NEIL: SIDIR cc cas. cn bi sini Gehcesi Wikadincinntnn Auiaaain Sie heuiiicamacniaaaaene each 3.8 3.3 
SR ROO. 2. on wie eh ea cea ida keetks aed anebumeiihaeswamacee 5.2 13.7 
AIOE ee Sy Eis s c.cdeadacndacastackenmishtakeseiedaddcthtdaanwecan wees 3.0 5.2 





Largest net fixed price position held at any one time during the same 
period: 


Number 

of bales 
ADGRrIGH. “CRAPO Re Cena sé Al cide enmisceapitbtianvinba mwas 827, 300 
Choo: El, Wier Ge Rei cid cedtnscentebin eb edetdie mince eiindcta petites 343, 400 
Tn © i lal 125, 100 
TP IN. TIE asin salina icicle iia dacgsidadads 132, 800 
Fe BRS CO vicstcsiccuctscvtpsdancensadoneseaaeackanneh aaieiaabns kta 126, 300 
Coen’ G O0.; We sae ieee a onal bebeonabanat 93, 900 


Sales of domestic cotton for export during the past 2 crop years: 


Number of bales 





1954-55 1955-56 

RTOS SN NOs Sbdb a sic ckted cn bncbs hgibneddnctethecacusedseeaesace 403, 000 380, 000 
C300. Th. NEON IDO on cudnrmbiabans tebebiewidendatadeabnbebeeenonads 264, 131 172, 607 
IT I aati dameibnacat eben eed adie 115, 379 121, 184 
ee I Ni Bs etd cain cca ka beboandbesehdunedé dead 125, 000 108, 000 
Te 100, 000 115, 000 
oo a ee ae Jato tambitadedast tl nké btuiheneiouee 91, 892 82, 704 

Ne siadhcisinccussergtonctgicigainomipibtetanwinteesieleaahed Acadiniegadahtab dis wnat tennant 1, 099, 402 979, 495 


It is of interest to note that although the above schedule shows that 
foreign sales by these 6 companies decreased above 11 percent, total 
exports of U.S. cotton decreased over 36 percent in the same period, 
from 3,447,000 bales in 1954-55 to 2,195,000 bales in 1955-56. It 
appears that these large firms were much more successful in retaining 
their foreign trade than were other U.S. exporters. 

All trade sources, including large and small merchants, interviewed 
on the subject of potential or actual monopoly in the merchandising 
of raw cotton indicated that such a situation was not possible, did not 
exist, and that the field of production and of merchandising cotton is 
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so expensive that the commodity does not lend itself to such concen- 
tration of control. 

Two large cotton merchants stated that any large cotton dealer can 
be outmerchandised in various areas by others who have a better 
knowledge of (1) the geographical section and its production and 
qualities, and (2) the area’s customers, both on the demand and the 
supply side, with their peculiar wants and needs. Other reasons 
stated for their oninions are that because of the hag amattlehed rela- 
tionships which exist, and because many merchants and warehouse- 
men, large and small, assist producers by advising them and at times 
by partially financing production or harvesting of the producer’s 
crops, the merchants thus get first call on the cotton. 

One official of a large merchandising firm stated that the burden 
of a greater ove aan id and the lesser elasticity of the larger firms also 
afford their competitors advantages that can and do serve them 
effectively. 


VI. Trapine 1x Cotrron Furures MArRKeEts AND THEIR FUNCTIONS, 
ACTIVITIES, AND ConTROL 


A. FUNCTIONS 


The futures markets have been an integral and important part of 
the marketing and merchandising of cotton for nearly 100 years. 

Dealings in these markets are in contracts to be fulfilled in later 
months either by selling the contract (trading out) or by taking 
receipt of the commodity as specified by rules of the exchanges. Trad- 
ing for cotton extends to 18 months in the future. Prices are in cents 
and points per pound, the latter being one one-hundredth of a cent, 


equal to 5 cents per bale. Contracts on futures markets usually cover 
100 bales of 500 pounds each. <A point is this equal to $5 » for the 
contract. 

Two of the major functions of the futures markets are pricemaking 
or basing and risk shifting (hedging), that is, insurance against 
changes in price. 

Another function of futures markets is that they are a potential 
source of supply or disposal of cotton. This function is of minor sig- 
nificance when supply and demand factors are normal but gains impor- 
tance when the “free” supply of cotton is limited. 

Futures exchanges are also of substantial marketing assistance in 
the collection and dissemination of worldwide information as to a 
commodity. its crop successes and failures, its uses, and areas of supply 
and demand. ; 

Other functions of futures markets are relatively minor in scope and 
in value. 

B. PRICES OF COTTON, FUTURES, AND SPOTS 


The price of cotton, like any other thing of commercial value, fol- 
lows the economic laws of supply and demand. If price basis estab- 
lished through bids and offers is satisfactory, the commodity moves 
from producer to consumer in fulfillment of its purpose. 
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The normal price situstion in the cotton futures market, when sup- 
ply and demand are within reasonable balance or when available 
supplies exceed demand, is that the price level in future months is 
higher than that of the nearer months by approximately 10 to 25 
points per month. This situation is, in trade language, a “carrying 
market.” The higher price level will tend to offset carrying costs 
of interest, insurance, storage charges, and other miscellaneous ex- 
penses. The trader or producer, with cotton on hand, by placing 
against it a sale in the futures market, can afford himself protection 
against any serious risks from price fluctuation. It should be observed 
that the futures market is more quickly and widely responsive to 
swings in price than is the spot market. 

Prices quickly reflect any natural decrease in supply or acts and 
policies of Government which artificially restrict or otherwise inter- 
fere with the fluid flowing of cotton. When the “free” supply becomes 
scarce, with a continuing or increasing demand, search for the cheap- 
est sources for immediate or early shipment becomes more intensive. 
Prices on near futures rise and command premiums over later months. 
This price situation, in trade terms, is an “inverted market” which 
brings with it a decrease in hedging and an increase in risks that 
normally could be shifted. The ‘overall market price level rises to 
compensate for these increased risks. 

With rising prices, long positions (buying) are taken by traders 
in the futures market and are held, in many instances, to maturity 
with the hope that cotton of grade and staple suitable to meet immedi- 
ate forward spot commitments or for usable stock will thus be secured. 

A stepup in production in general and competition from substitute 
fibers are the inevitable result of a forced increase in price level. 
While the domestic crop is being harvested urgent demand is satis- 
fied by the first part of the heavy ginnings, but with settling prices 
a large proportion of the crop finds its way into governmental loan. 
To get it out of loan at a later date requires the purchase of producers’ 
equities in such cotton, or meeting the price established by govern- 
mental decree on CCC owned stocks. 

Exhibit D shows averages of monthly closing prices for cotton 
in the active futures months, set forth by quarter-annual periods 
from January 1953 to October 1, 1956. These prices are the result 
of trading activities on the New York Cotton Exchange, a futures 
market, which for many years has been the leading price basing 
center for this commodity. The average prices shown in the exhibit 
are simple averages arrived at by addition of the d: airy closing prices 
for the month divided by the number of trading days, thus elimin: ating 
daily variations for which assignment of causal effect is not certain. 

To permit a better understanding of the forces that are at play in 
the price basing markets, and of the general summary information 
that is available to those constituting the contending forces and on 
which their judgments are based, a minimum of basic statistics is 




















Acreage 
harvested 
Year beginning Aug. 1 (thousand 
acres) 
| 
I eh i hb ides aenwens 17, 740 | 
ee a 26, 885 | 
SURGE 6 pede wea aoa ud aedu ba neioke 25, 814 
a i ia a eet he cal 24, 249 | 
kth elisa ictommien ceingeripance 19, 217 | 
a eS 16, 887 
Oe Be eee 15, 621 





4 Preliminary. 
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Production 
(thousand 
running 
bales) 


9, 848 


15, 030 | 


14, 861 
16, 253 
13, 577 


14, 680 
12, 958 


[In thousands of bales] 


Carryover beginning of 
season 


| 
| 
| 
| 
| 


Consump- 
tion ! (thou- 
sand bales) 


1 Includes American upland, Indian, and “‘other’’ foreign cottons. 
?Price at 10 markets through the 1953 season, since then at 14 markets. 
* Total less American Egyptian, Egyptian, and Peruvian on year adjusted to Aug. 1-July 31. 


TaBLe 1.—Upland cotton statistics, United States, 1950 to date 


Exports 
(thousand 
running 
bales) 





TABLE 2.—Upland cotton statistics, United States, 1950 to date 


helpful if not a requirement. For this purpose the following tables 
are presented (tables 1, 2,3, and 4) : 


Price of 
1546 inch 
at des- 
ignated 
markets? 


Cents 
42. 58 
39. 42 
34. 52 
33. 55 
33. 88 
34. 38 


CCC stocks (beginning of season) 








Year beginning Aug. 1 
















Actual 

— “ | 
a i i Sl | 6, 781 | 
ee eee ee oe 2 196 
ee ee 2 741 
en eer ee a | 5511 
Oe ee ce | 9, 569 
aac en ee 11,027 | 
19563 


14, 422 | 


1 Includes cotton in producers’ account. 
2 Less than 50,000 bales. 
3 Preliminary. 















United States 
consumption 





Calendar year 












Noncellu- 
losics ! 


Rayon and 
acetate ! 












— | — 





S 


wc woO~sarkwnre- 





Sr SCOoONWAIeH 


WNNNWSWNNNN 


— 






















1 Textile Economics Bureau. 
2U.8. Department of Commerce. 





4 Estimate. 





Less gin- 


nings before 


Aug. 1 


6, 498 
1,972 
2, 565 
5, 165 
9, 181 
10, 713 
14, 012 











} 
| 


{In millions of cotton bales or equivalents] 


Foreign consumption 


Rayon and | Noncellu- 


acetate losics ! 





Prepared by National Cotton Council, Memphis, Tenn., July 27, 1956. 


| 
| 


Owned and 
pooled ! 


2, 600 
100 


200 
160 
1, 600 
3, 800 


TABLE 3.—Fiber consumption 





United 
States 2 


— 
SNOS © 


_ 


SO MMO ws 


- 


| Collateral 
| on loans 


400 

(?) 
200 
1, 800 
5, 100 
6, 400 
6, 000 





Cotton consumption 


Foreign 3 


ow 


WWOanwacows. 
Nee Oe 1 OO 





| 





Total 


Crop 
year 


1945-46 
1946-47 
1947-48 
1948-49 
1949-50 
1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 


3 International Cotton Advisory Committee (includes best estimates on Iron-Curtain countries). 
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TABLE 4.—Cotton production in foreign countries 
[In thousands of bales] 


Year beginning August 1— 
an 


$0Gei3. 3. nelle. 18, 888 SOB isso eetsndecong bees 22, 903 
LTO diiita iain cie nb nisin bcp cneaes 21, 270 DNase kccisk Sekai piano 24, 934 
Dia penicitappentiammanniitin, 21, 746 I i sncicstiien cs eoemecase gent 24, 570 


Source: International Cotton Advisory Committee. 


With the high prices for U.S. upland cotton in 1950 and 1951 (table 
1) cotton was drawn out of governmental stocks so that in 1952 less 
than 50,000 bales remained and the total U.S. carryover was reduced 
to 1,972,000 bales in 1951 (table 2). However, demand for fikars, 
particularly in areas outside the United States, sharply and consist- 
ently increased in the 10-year period from 1946 to 1955 (table 3). 
In the United States demand remained fairly constant for cotton, 
averaging about 9.2 million bales (table 1), but for other fibers it 
increased over 100 percent during the period (table 3). 

To meet this demand production was increased during the years 
1950 to 1956 in foreign countries (table 4) but because of the level 
of the U.S. support price, as compared with prices on the world mar- 
ket, American cotton again flowed back into Government loan and 
carryover (table 2). The increased foreign demand was satisfied 
during the past 5 years by increased foreign production particularly 
with good quality cotton from Mexico, and by substantial competition 
from synthetics (table 3). 

It will be noted from exhibit D that the range in prices on the 
New York Cotton Exchange for this 334-year period was from a low 
of 29.25 cents in the March 1957 future on October 31, 1955, to a high 
of 35.32 cents in the May and June 1956 futures on January 31, 1955, 
a swing of 6.07 cents per pound. 

A further comparison using the same future month for the different 
years is as follows: 


Average price 











Date Future cents per 
pound 
SE OR I inti wisn ccna vb sind ha bein iden Sia ebekeeanbeneas oe March 1953... 33. O1 
DY HEL So 25c6ucckeaauconamnientuusee cee osGdie renee ecu saree March 1954_- 33. 50 
EN EL ROI ananas ak cnneainmeay eye pies bikes Gini aane inane aae Uae eee March 1955..| 34. 58 
34. 33 


PI ea aed a ee cee ee ek March 1066... 


This range is narrow when compared to fluctuations from 43.79 
cents for the December 1951 future on November 30, 1951, to 33.06 
cents for the January 1953 future on December 31, 1952. Corre- 
spondingly, a drop in price took place in the 10 spot markets on 
fifteen-sixteenth-inch cotton from 40.76 cents per pound on August 
4, 1952, to 31.71 cents on January 12, 1953. In instances of both high 
and low prices cited above, the Government support price floor was 
effective but due to the substantial demand caused by the Korean 
conflict the ceiling price of Government cotton in the earlier period 
was pierced around November 1951. Thus, prices based on the 
— forces of supply and demand teznded to prevail in this upper 
evel. 

The narrowness of prices from 1953 to date is attributed by some 
in the trade to “the Government making the price of cotton,” at a 
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level that is encouraging competition from foreign cotton and from 
synthetic fibers. The floor is the support price to the producer and 
is prescribed by law. The ceiling is, for all practical purposes, the 
cost at which cotton can be secured from governmental (Commodity 
Credit Corporation) stocks. Other sources of supply, such as de- 
livery on futures markets, collateral loan cotton, and purchases on 
the open market, while important within the Government price range, 
are generally of lesser significance. 

Allied with these factors affecting the source of supply are foreign 
cotton and cellulosic fibers. 

For the period from August 1, 1950, to the beginning of the crop 
year 1956, the legal sales prices of CCC cotton for Middling ‘fteen- 
sixteenth-i inch for — first 5 years and for Middling 1-inch for 
1956-57 were either the market price or a calculated price, whichever 
was the higher. 

The formula is as follows: 


Calculated minimum sales price 


Carrying 
charge 


Points 

10 
if 

60 
60 
60 
60 
69 


The prices shown abeve are averages for October of the year stated 
at designated spot vce C arrying costs are added for each suc- 
ceeding month through July. The return to the farmer is the loan 
rate decreased about 50 points, this being the approximate one-time 
cost of putting his cotton into loans. 

The trade insists that the price of cotton is no longer made on the 
cotton exchanges but that prices quoted from them follow substan- 
tially the price of cotton as it has been established by governmental 
decree. 

From day to day in the last 21 months the commodity wire news 
services accordingly have classified prices on futures markets as 
“steady” or with “modertte variations of such designation, with but 
few exceptions. The large proportion of cotton that has entered 
into loan or is owned by the Government, however, engenders lack 
of confidence in such prices. Under such conditions most goods dis- 
tributors, merchants, mills, and others turn cotton over rapidly and 
refuse to carry it for long. The narrowness of price is thus in large 
measure due to the narrowing down in trading activity. Fear of. a 
change in the Government program, with the possible loosening of 
supply restrictions by a marked price drop, is an ever- present. deter- 
rent to buying over and above bare needs to keep operations in line 
with immediate disposal levels. 
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In exhibit D there are some indications of a normal carrying market 
price up to the fall of 1955. As of January 31, 1953, for example, 


prices for the 1952-53 crop are shown to be: 
Cents per 


Future pound 
ENRON SOR tet banker eared cee anes 33. 01 
BU i ae ie ea ee eerie ean eee ae 33. 46 
ABE ee cpr Sata ition ei iene em keane ahd age 33. 81 


The differential for the 2 months, March to May, is 45 points, and 
from May to July, 35 points approximately normal carrying costs. 
Other similar situations are evident on the exhibit. 

In the fall of 1955 the price became inverted due to the scarcity 

of the “free” supply. An example of this is January 1956. Here 
the price situation, as set forth in exhibit D, was as follows: 


Cents per Cents per 

Future pound Future—Continued pound 
UT. I a intense deren S430 | DO@COMpCr 1006 ose be ee 30. 72 
May 1906. .ccscsecccceccemnwem TRGas OE pM RTLIR: | LAP essere inccas insert creng cota 30. 48 
S0e TS och ccetandidn ones Be tie (nS tte on a eee ane 30. 48 
Octobe? 1906 a a ccckcicndnseandicaan Bee. OU het idea ncaeameeeeseadad 30. 06 


Such a situation brings about a nervous demand market, greater 
risks and, of necessity, speculation as to what the trend of govern- 
mental action will be. Trading, particularly that of merchandisers 
and processors, narrows or dries up with many buyers unwilling to 
act except only on a limited scale and for immediate needs. In a 
normal carrying market, by contrast, risks in merchandising can 
readily and safely be hedged with some reasonable assurance that 
operations will be successful. 


C. THE LIMIT PRICE DROP NEW YORK COTTON EXCHANGE OCTOBER 38, 1955 


The futures trading operations and aaveninnne in prices and 
volume on both the New York and the New Orleans Cotton Ex- 
changes were closely reviewed by staff members for the 21-month 
period from January 1955 to September 1956 for evidences of any 
unusual and undue pressures or effects. Two situations attracted 
special attention, one being a limit price drop on October 3, 1955, 
and the second being a slight increase in volume with a changing 
pattern of trading in the Ma ay 1955 future during April and May of 
that year. 

The price drop of the limit of 200 points during trading on Oc- 
tober 3, 1955, was due apparently to a trading source estimate of 
14,240,000 bales for the 1955 crop. The estimate of the Crop Report- 
ing Board, Agricultural Marketing Service, = the Department of 
Agriculture, was 13,928,000 bales on October 1 as against 12,873,000 
bales for the previous month. A month seth the Board’s estimate 
was further increased by 915,000 bales to 14,843,000. 
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The price fluctuations on the New York Cotton Exchange in the 
active futures at three different dates around early October 1955 are 
shown below. 








| Oct. 3, 1955 | Sept. 30, 1955 Oct. 11, 1955 

Future dnt Be ice ican +_———— aie 

Close oft Close | Off | Close 
Deitel paseo eS ea Preprint set 
SRR SI Coe bdtenek nie enane sat bce $31 29-$31. 40 | $1. 25 |$32. 58-$32. 60 $0. 25 | $32. 66 
December 1955- eta sae cate 31. 20 | 1, 22 | 32. 42 .38 $32. 35- 32.43 
March 1956__-.-.------- eee 30. 57 | 1. 40 | 31.97 | . 63 | 31.31 
UN) eae Bic ction 30. 51 | 1. 47 | 32. 98 | .45 | 30. 82- 30.85 
July 1956 =a eR Cenk eee 30. 14 | 1. 59 | 32. 68- 32.78 | .38 | 29. 96 
October 1956 2 ce i 30. 32 | 1. 43 | 32. 75 | .33 | 30. 06 
December 1956....-.-.-. oa aval 30. 32 | 1.33 | 32. 65 35 | 29. 98 

PR MUO nosis cies unti tn ecsees on 30. 28 1. 33 | 


31. 61 . 36 29. 96 
Volume of trading was as follows: 


New York | New Orleans 





| bales bales 
bare erie aye hy - - 
Sept. 30, 1955 ~aiem — Ko puucdaencbucprongatcaasclicietebexel 120, 100 38, 350 
Oct. 3, 1955 ! . Pe ahead 11a 268, 900 123, 000 
Oct. 4, 1955_..- : rth eg aE Le 537, 700 164, 100 


Oct. 5, 1955 7 5 aoe 305, 000 | 92, 550 


The prices of all futures dropped the full daily limit of 2 cents 
per aaa (200 points) on October 3, from the prev ious close on Sep- 
tember 30, 1955. There was no heavy individual or concerted selling, 
the ilae volume as shown above for September 30 and October 3 
being moderate in the light of such an important development. The 
price situation on September 30 indicates that some expectation of a 
heavy crop estimate was being discounted but not to the degree that 
later developed. 

The limit price drop on October 3, 1955, had, however, a further 
effect. It created a cheap source of supply, the lows being about 1144 
to 2 cents under the loan price with the result that even on this same 
day, with the influx of reported mill buying, the price was brought up 
from the low price for the day in the near months (October 1955 fu- 
ture, 30.58 cents and December 1955 future, 30.42 cents) by about 75 
points. Volume of trading on succeeding days increased so that 
within 8 days prices of the near months, October and December 
1955, had recovered to their September 30, 1955, levels. The history 
of the trend for the prices on the remaining futures is that all, at later 
dates, went on to exceed the September 30, 1955, closing price ‘level. 

It should be observed, as incidental to the analysis. for undue in- 
fluence in this period of time, that under a restricted supply situa- 
tion, those who want and need cotton will, when a source of cheap 
cotton develops, immediately step in and buy as it is advantageous 
to do so. 


D. REGULATORY CONTROL BY COMMODITY EXCHANGE AUTHORITY 
Under regulations of the Commodity Exchange Authority of the 
U.S. Department of Agriculture, certain reports that supply data 
from which trends, volume, and nature of tr ading can be determined, 
must be submitted to the agency by those operating on futures markets. 
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For cotton, such reports are designated CEA form 303 and CEA 
form 304. 

Under form 303 a trader holding open contracts (unfulfilled con- 
tracts) totaling 5,000 bales or more in 1 future and 1 market is re- 
quired to report on each day he trades all positions in all markets in 
this commodity, all trades or deliveries made during the day, and 
he must classify the positions as to speculative, spreading, or hedging. 
Such reporting continues so long as his position equals or exceeds 
5,000 bales. 

Under form 304 large merchants and processors report weekly, as 
of Friday, their actual Fcommodity (cotton) stocks, and their forward 
purchase or sales commitments of such stocks, throughout the period 
that they are in reporting status on form 303. 

It is from the 304’s that the correctness of the classification as to 
speculative, spreading, or hedging on form 303 is ascertained. The 
CEA is made aware of the date on which large traders come into re- 
porting status by report on CEA form 301, under which all brokers 
registered with CEA as futures commission merchants are required 
to report any individual, firm, or organization that has reached the 

established reporting level. The nature of the position, speculative, 
spreading, or hedging, is not a limitation on such reporting by the 
futures commission merchant. 

These reports, upon analysis, are of use in systematically maintain- 
ing supervision and regulation of overall market activity, the build- 
up of positions and the purpose and effect of the trading. The pur- 
pose of such data is to diagnose potential undue influences in their 
infancy and as and if they progress. CEA has subpena powers te 
strengthen its investigative provisions. This was given to it by Public 
Law 82, 84th Congress, which was approved June 16, 1955. 

It should be observed that the speculative trading limit for cotton 
is 30,000 bales in one future or in all futures combined on one market. 


E. THE MAY 1955 SITUATION 


CEA officials indicated to staff members that in addition to their 
general supervision in the past few years, specific attention for cotton 
was given to deliveries on contracts in expiring months, the volume 
of call purchases and sales, and the May 1955 and October 3, 1955, 
situations herein referred to. No other instances of possible or actual 
(undue) pressure, manipulation or influence have been observed by 
them or, upon independent observation, by staff representatives, ex- 
cept the situation described elsewhere in this report. 

Facts with respect to the May 1955 situation are summarized from 
data made available to the staff by CEA and from discussions with 
representatives of the principals. 

A slight increase in volume of trading in the May 1955 future was 
occasioned, in part at least, by the number of delivery notices (notice 
by holder of short spot position of his intent to deliver actual cotton) 
that were issued and stoppages (notice by holder of long open posi- 
tion that he will accept delivery of actual cotton) during m: iturity 
of this futures month on both the New York and the New Orleans 
Cotton Exchanges. In New York total notices issued were for 
69,800 bales and in New Orleans, 20,150 bales. 
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It is not known how much of this cotton was of recent certification 
and what part of it dated back to May 1953. At that time a differ- 
ence of opinion as to the market price trend resulted in a market 
struggle between the largest long ee holder, L. T. Barringer 
& Co., Memphis, Tenn., acting for Cannon Mills, K: annapolis, N.C., 
and the largest short position hol ler, Anderson, Clayton & Co., 
Houston, Tex. The large long holder informed staff members that 
(1) the cotton that was received on delivery in May 1953, 117,800 
bales (78 percent of the total of the New Y ork Cotton Exchange de- 
liveries) could only be used by his mills to the extent of about 10,000 
bales, (2) the rest had to be worked out by resale or by redelivery on 
the futures market, and (3) it took 2 years to accomplish this. He 
stated further that the cotton mills had forward sales of cotton goods 
extending from 6 to 8 months based on a high price of cotton. 

A large section of the mills’ long holdings, 112,700 bales, had been 
acquired prior to December 31, 1952. at prices ranging from 34 to 
39 cents a pound. The mill buyer stated that the price of cotton had 
to be maintained at the highest possible levels to successfully com- 
plete the mills’ forward commitments. 

Anderson, Clayton & Co., the large holder of the short. position, 
evidently basing their opinion on the trend of production in 1951 
and 1952. 15.030.000 and 14,861,000 2 respectively, could not see 
the economic validity of a continuance of a high range of prices and 
concluded, as the maturity of the May 1953 future approach, that 
delivery in this future was as good an immediate source for disposal 
of some of its cotton as there was available. Of the total 150,000 
bales for which notices of delivery were issued in New York in the 
course of expiration of this future, this firm’s share was 73,300 bales 
wr 49 percent. 

As is to be expected in events such as this, rumors and charges and 
countercharges came from both sides ae from other sources. It was 
charged that the short was trying to “bear” down the price. The coun- 
terclaim was made that the long had a corner. CEA did not inject 
itself into the picture. CEA officials advised the staff that they saw no 
evident violation of the Commodity Exchange Act. 

A CEA memorandum made available to the staff, dealing with the 
question as to whether or not there was illegal manipulation by the 
short holder, contains the following excerpt: 

I asked Mr. Barringer whether or not he had any evidence of maninu'stion of 
prices along the lines he was talking which he thought would stand up in court. 
He thereupon said that Anderson, Clayton & Co.. was one merchant who took 
full advantage of all rules. I asked whether he thought that Anderson, Clayton 
& Co. could be depressing the market. Mr. Barringer stated that if they were, 
be did not helieve that this could be proved before a court, and stated further 
that he believed we would always find Anderson, Clayton & Co. within the law. 

The range of closing prices for Middling fifteen-sixteenths of an 
inch for the May 1953 New York future was trom a high of 34 45 cents 
on January 2, 1953, to a low of 32.94 on April 22,1953. At exniration 
on May 14 the price was 33.96 cents. The average 10 market spot 
prices on January 2, 1953, was 32.62, which decr sin to 32.35 cents on 
April 21 and iner ased to 33.19 cents on Mi ay 14, 1953 T he summar Vv 
comment of CEA’s anclnde'i is “that the unusnal circumstances that 
surrounded the liquidation of the New York May cotton future were 
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pullish for the cotton market to a large degree in the delivery month 
and to a lesser degree in other futures | and in spot markets.” 

As to the charge that there was cornering it will suffice to say that 
more than 200 000 bales of certificated stock w ere available for ‘deliv- 
ery against the 150,000 bales of delivery notices in New York and 
91,000 bales in New Orleans, and sufficient other cotton could have 
been secured for this purpose. Apparently, Cannon Mills and Bar- 
ringer succeeded in maintaining a price level, not to increase or en- 
hance a profit motive on futures trading as such, but to protect and 
support a merchandising posiiton. It was asserted by an official of 
CEA that the price engendered by the struggle was not artificial, it 
being within the limits of CCC’s prices of cotton. Further, no other 
actions concomitant with a corner were taken or are evident. 

An incidental result that developed from the struggle was in con- 
nection with the grades and staple of the cotton that was delivered, 
redelivered, and culled in the 2-year period from May 1953 to May 
1955. This led to changes in the contracts of both the New York 
and the New Orleans exchanges. 

On the New York Cotton Exchange the deliverable basic grade 
was changed so that, effective June 1, 1955, on the October 1956 and 
later futures, 1-inch Middling with micronaire reading of 3.5 or more, 
became the basic contract erade. 

Previously, the deliverable grade had been 15/16-inch Middling and 
the minimum micronaire re ading was 3.0, 

Nonrain grown cotton is tenderable without discrimination but must 
be identified as such in conformity with general trade practices. 

Cotton under certification for a period exceeding 12 months shall 
carry a penalty of 2 pounds per bale per month starting with the 13th 
month. Previously, the penalty had been 15 cents per bale per month 
beginning with the 11th month. 

Kxcept for different effective dates, the New Orleans contract was 
correspondingly changed. 


Fr. DELIVERIES OF COTTON ON FUTURES CONTRACTS 


As heretofore indicated, CEA regularly observes deliveries on con- 
tracts on future markets for the purpose of ascertaining manipulation 
if such exists or is taking place. Staff members independently re- 
viewed delivery data and “found no evidence of manipulation in this 
regard. 

Deliveries on contracts in combined total for the New York and 
New Orleans Cotton Exchanges during this period were as follows: 


Delivered Delivered 
Expiring future: number of bales | Expiring future: number of bales 
COOEOTIOR TSS oii ce ceccees 13, 400 October 1954... —.......5 33, 200 
December 1952__.________ 77, 600 December 1954__........ 38, 400 
March 1953____— da tachi aoe 78, 200 Weare 1960 |... jee 66, 600 
PEO Ts ee ee ke 171, 200 pC ee 89, 900 
SUIT 190 O as eccised 175, 000 RG VN aa his acs eDiaie ces cae 46, 688 
Oetvober 108 aos oe oe cine 63, 900 Octover 1066... ...<ncna 21, 894 
December 1968............. 52, 200 December 1955.—........ 14, 936 
Bare 2004. wen 54, 500 DERTCR FOG ow iim cccicubetn 4, 957 
Rs onus 39, 300 WE SOG se seen 6,173 
GUS DUGG oss mei caiocunuac. Oly eee) OY SOOO iisvesstadceteti ges 2,013 


33913—59—pt. 1——19 
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As observed heretofore, if after harvest a scarcity of “free” supply 
develops, deliveries are normally increased for the futures months 
of March, May, and July. However, when supplies again loosen up, 
as they did this year as the result of the Government export pro- 
grams, the futures market, as a source of supply, reverts to a normal 
volume of deliveri ies, about one-half to 1 percent of the average volume 
of trading. 

G. CALL SALES AND PURCHASES 


Cotton call — are made at “unfixed” prices based on futures 
market quots itions. Contracts of this type, being agreements usu: lly 
between merchants and mills to trade cotton at specified premiums or 
discounts on a designated cotton future and market with the final 
price to be based on a futures quotation at a later date, are in con- 
siderable usage in cotton merchandising. Substantial call sales and 
the publication of call agreement data are usually bullish (rising 
price) influences. 

A merchant with a large inventory of cotton could, by use of call 
sales, bring up the price of a future and thus increase his profit on 
merchandising. It is because of the possibility of manipulation in 
this area, particularly by concentration of trading in a particular 
future, that the CEA collects, from all large brokers, and releases 
weekly data as to “on call” positions and transactions and gives at- 
tention to them for control and regulatory purposes. Neither CEA 
nor this staff has observed any manipulation in this area of cotton 
trading. 

H. THE DECEMBER B 1955 SITUATION 


Staff members in many of their interviews with trade representa- 
tives sought examples or evidence of manipulation, and by setting forth 
hypothetical examples, particularly as to inverted market positions 
or trading, invited opinions as to whether they were or were not 
manipulative. 

One merchant complained in a letter dated February 6, 1956, to the 
Secretary of Agriculture and subsequently referred to CEA, that 
the December 1955 and the March and May 19) 56 options on the New 
York Cotton Exchange were rigged and manipulated. He was inter- 
viewed by the staff. 

It appears that he was gathering a line of cotton for a customer and 
needed financing from his bank. He received such credit on the usual 
condition that he store the cotton independently and hedge the deal. 
This he did, using New York 1955 Decembers for his short hedge. The 
largest U.S. cotton firm, Anderson, C ee ae & Co., had a predominant 
long position in this future, the price of which near its maturity had 
been bid ae to 34.47 and this price apparently was set (pegged) at or 
around the 34.47 level for trade-out of the futures contracts. The 
price of spot cotton advanced approximately 1 cent from the time 
the hedge was entered until December while the future advanced be- 
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tween 2 and 3 cents. While this merchant made an approximate 
profit of 1 cent on the spot cotton he lost between 2 and 3 cents on 
the future, a net loss of about 2 cents on the hedge. He stated that his 
aggregate loss was not too serious. The market during this period was 
inverted. 

While his hedge in a normal carrying market would no doubt have 
been good insurance, in an inverted market it was an added risk. It 
seemed to the staff that he could have saved himself most of the loss. 
When he saw the price on the futures market begin moving against 
him, he could have gone to his banker and with the banker’s consent 
closed the future at a date earlier than one near its expiration date. 
During the time that he carried this trade the market swings of price 
were such that an early closing out of the trade would have ‘avoided at 
least some part of the ultimate loss. He contended that the large 
firm’s taking of a long futures position in an inverted market, even 
though it was a hedge against forward sales with cotton inventory 
(long) on hand, and holding (a) for its price (pegging) or (0) for 
delivery of the actual commodity, i in and of itself constituted manipu- 
lation. In this contention he was supported by one other merchant in 
a different locality. All others interviewed on this point took con- 
trary positions. 

An allegation of manipulation must be viewed by administrative 
officials of the Commodity Exchange Authority in the light of pro- 
visions of the act, court decisions and a definition of manipulation 
which would meet with legal approval. One definition of manipula- 
tion was some years ago submitted in a Senate Committee on Agricul- 
ture hearing on cotton prices, by Mr. Arthur R. Marsh, former presi- 
dent (1910 “11) of the New York Cotton Exchange. It is as follows: 

Manipulation is any and every operation or transaction or practice, the purpose 
of which is not primarily to facilitate the movement of the commodity at prices 
freely responsive to the forces of supply and demand, but on the contrary is 
calculated to produce a price distortion of any kind in any market either in itself 
or in its relation to other markets. 

The Commodity Exchange Act through its definition of hedging 
does permit the offsetting by a trader of actual forward cotton sales 
by a long futures position even though he may have an inventory of 
cotton. 

The definition above cited is in substance and in significance deemed 
to be in harmony with the decision of the United States Court of 
Appeals, Seventh Circuit, in the General Foods Corporation v. 
Charles F. Brannan, Secretary of Agriculture, et al., case (170 F. 2d 
220). The court held in effect that to be manipulative a price had 
to be artificial and that to preserve an existing price resulting from 
natural causes was not artificial. The court further held that there 
is nothing (per se) illegal in large holdings and that a trader has the 
right to protect his own interests. The court did not condemn the 
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stabilizing or pegging of a price, in the absence of a showing of its 
being artificial. 

The predominant spot price of cotton in effect during December 
1955 was the legal sales price of CCC which was over 35 ‘cents. It is 
not evident how an asserted pegged price of 34.47 cents per pound 
on the futures market in December 1955 can successfully be shown to 
a judicial tribunal to be artificial in view of the established CCC legal 
selling price in excess of 35 cents. 

The merchant mentioned above, also referred, in his letter of Feb- 
ruary 6, 1956, to the Secretary of Agriculture, to the position of An- 
derson, Clayton & Co. in the March and May 1956 options on the 
New York C otton Exchange. Staff members | reviewed the trading, 
volume and price of all eight futures maturing in the 21-month per iod 
January 1, 1955, to September 28, 1956, together with the October 
and December 1956 futures to this same date, Se ptember 28, 1956. 
The October 1956 future was then about 15 days from expiration. 

‘.“ Anderson, Clayton & Co. was long in futures throughout this 21- 
minith per iod assertedly trying to get cotton from the cheapest source, 

The total notices issued in both New York and New Orleans for 
each expiring future in this period, together with the notices issued 
and stopped by Anderson, Clayton & Co., are as follows: 


New York notices New Orleans notices 
Maturing future Anderson, Clayton Anderson, Clayton 
& Co & Co. 
Total Total in 
bales bales Zz 
Issued | Stopped Issued Stopped 
| 
| 
March 1955 ; 44. 400 9, 800 17, 900 99 90) 12,550 | 300 
May 1955 69, 800 14, 900 20, 150 15, 800 * 
July 1955 47, 200 200 32, 400 1, 500 690 
October 1955 20, 700 14, 300 2, 200 1, 800 
December 1955-. 12, 400 12, 400 3, 050 2, 900 
March 1956... Es +, 900 600 2, 700 200 150 
May 1956 : 5, 300 5, 300 1, 150 1. 150 
July 1956 A SOO S00 1, 250 1, 100 
October 1956 (none through Oct. 5, 1956). 
Total- ane 205, 500 10, 600 100, 700 51, 700 28, 350 8, 000 


Of the total notices issued for 257,200 bales in both markets Ander- 
son, Clayton & Co. issued 38,950 and stopped 108,700. Thus, a net of 
69,750 bales of cotton was acquired by the company from this source. 

With the current supplies from the 1956 crop and the availability 
of CCC stocks under the export program, deliveries on futures, as 
evidenced in the July and October 1956 maturities, have decreased 
substantially. 
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s A comparison of prices on the spot markets with closing prices of 
the nearest future on New York during the 21 months follows: 

= 

S Comparison of spot and futures prices, New York Cotton Exchange futures 

d and 10 and 14 spot markets 

O {In cents and points] 


Nearest future 











Spot eh ichimnatiaainasilcatiaiia 
)- price . 
Month Closing 
l- pric 
ie lala 
P 10 SPOT MARKETS 
> 1954—Dee. 31 ea | Ma 19 
d 1955—Jan. 14. 4. O68 
e Jan. 31 Ta chie dinniecrieeal 
I Feb. 1: 14 
2 Feb. 28 1, 21 
b. coma a 
Mar. 31 pat 33. 61 lay 1906.00 
Apr. 15 : 33. 60 
e Apr. 29 57 
> lay 1 1. O7 
> } May : ; i 33. 79 #e 
yr June 15. ._- * e 33.98 | July 1955 
Jur 0 33. 9S 
d ly 15 als = = 75 7 
July 29... om beanie . . ‘. i weaaetes 33.90 | October 1955 
14 SPOT MARKETS 
195 BT iisctncivaian ina’ 33. 74 
51 33. 65 
3. 17 32, 85 
a 2. 64 lila 32, 58 
Oct. 17 14 December | 32. 80 
1935. 
Oct. 31 3. 57 33. 40 
Nov. 15 < —_ 33. 99 
“dd Nov. 30 3. 62 ; i 24, 39 
Dec. 15 . ga 33.74 | March 1956--- 33. 63 
Dec. 30 33 43. 87 
300 19 Jan. 16 34, 65 
Jan, 31 34. 73 
300 Feb. 15 35. 74 
U Feb, 29 35. 77 
IY) Mar. 15 35. 43 
Low Mar. 20 35. 54 
10 rr > Qk TF 
: AY 17 OU io 
, Apr. 30 35, 89 
May 15 34. 45 
May 31 34. 59 
YOU June 1] 34. 35 
June 29 34, 57 
July 13 34. 60 
} July 31 39 32 
r- } Aug. 1 33 4] 
. I I i i Ni 33. 74 
of MN ne ee 33.77 
e I a a a a ed eee 34. 00 r 
ty - = aaa 
2 \ 
as 


I. MARKET PRESSURES IN CERTAIN FUTURES, 
a¢ 

Beginning with the December 1955 future and including that ma- 

turing in October 1956, Anderson, Clayton & Co., alone or with one 

or more of the six larger firms participating in the export program, 

during the life of each intervening option, March 1956, May 1956, 

and July 1956, appeared to have brought up the futures price suf- 

} ficiently to (a) try and tease cotton out of loan, (0) get delivery on 


1955 AND 1956 
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the future or, in the absence of accomplishing these objectives in 
whole or in part, set it at a level which the short holder had to meet 
to trade out his position. 

In March 1956, Anderson, Clayton & Co. alone held out to ~ 
expiration of the option. One other of ~ six larger firms closed i 
small long position in the latter half of February. The price at 
to be set at 35.77. From February 15 to March 12, the range of the 
daily closing pric es was from 35.70 to 35.77. Of the 18 trading days 
13 closed at 35.77. 

While four of the six larger firms participating in the export pro- 
gram held long positions in the May 1956 future along with Anderson, 
Clayton & Co., one converted its position to a short holding about 
the middle of March. The other three positions were of small size 
and all but one closed out in April. Anderson, Clayton & Co. stopped 
all delivery notices issued on both New York and New Orleans 
exchanges. The price appeared to be set at approximately 35.90 to 
36.00 cents. 

In the July 1956 future all of the six firms except Anderson, Clayton 
& Co. went short or out of the future before the end of June. Four 
had been long earlier in the year. While trading was on a lower com- 
parative volume than in other futures in this calendar year, it appears 
that during the final 18 trading days a set price of 34.45 to 34.65 cents 
was maintained. 

The long positions held by Anderson, Clayton & Co. in the October 
1956 future on both the New York and the New Orleans Cotton 


Exchanges were as follows: 
Anderson, Clayton & Co. October 1956 future 


NEW YORK COTTON EXCHANGE 












May 31 ‘ 69, 200 995, 900 | 93.3 32. § 

June 15 71. 800 299, 500 | 23.9 32. 21 
June 30 : _ : 76, 900 279, 000 97.5 39 GS 
July 15 : 79, 400 | 972, 100 | 29 9 32, 32 
July 31 ; : é 87,000 | 262, 500 33.1 32. 4¢ 
Aug. 15 . 118, 400 249, 700 47.4| 33.41 
\ug. 31 ; 113. 700 214, 800 52.9 33.74 
Sept. 14 _---- : sapace : 97, 200 176, 000 55.2 33.77 
Sept. 28 - 15, 700 67, 700 33.2 34. 0) 





NEW ORLEANS COTTON EXCHANGE 


















| 

| 11, 800 | fi0, 250 19. f 32, 53 
| 1.700 | 56, 850 | 20.6 | 32. 20B 
a 11,700 | 59, 300 20.0 | 32.67B 

11, 700 64, 100 | 1.3} 32.34] 

11, 700 63, 550 18.4 32. 47B 

13, 000 | 49, 500 | 26, 2 33. 43 
i 12, 604 44, 700 | 28, 2 33, 73B 
a 13, 700 43, 250 31.7 | 33. 75B 





Been Or eh ee 18, 200 | 0 | 34.03B 





Closing prices for this future in the last 6 trading days before 
Septembe r 28 were all 34 cents except on September 24 when the 
closing price was 33.96 cents B (bid). 

In the December 1956 futures on the New York Cotton Exchange, 
Anderson, Clayton & Co. held a long position of 310,900 bales on 
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September 28, 1956, or 57.8 percent of the total open interest for 
the market as a whole. 

Staff members discussed the subject of a price set by a trader in 
futures with officials of CEA to obtain their views as to whether 
or not the adherence to such a fixed price by the holder of a long 
position in a future amounted to price manipulation. With particu- 
lar reference to the 1955 and 1956 futures discussed above, the ques- 
tions listed below were submitted to the Administrator of CEA. 


1. Have you found any evidence that the price was pegged on any of these 
futures: December 1955, March 1956, May 1956, July 1956, October 1956. 

2. In your opinion, was there manipulation by any trader or group of traders 
in the futures listed above? 

3. If your answer to question 2 is negative, on what basis was it determined 
that manipulation did not exist? 

$4. Was the determination based on investigations by CEA? If so, describe 
the extent of such investigations. 


His written reply follows: 


This is with further reference to your letter of October 24, in which you 
submit four questions concerning trading in the December 1955, and March, 
May, July, and October 1956 cotton futures. 

We have discussed these questions with Messrs. Horton and Bachmann of 
your staff. And we are assuming that question No. 1 refers to a situation 
wherein a trader lets it be known that he is willing to liquidate his long futures 
position at a specified price in lieu of taking delivery in the futures market. 
If this assumption is correct, the answer to question No. 1 is in the affirmative. 

We are also assuming that question No. 2 is directed to price manipulation 
as a part of or arising from the the situation referred to in question No.1. In 
the enforcement of the Commodity Exchange Act, we construe “price manipula- 
tion” to mean the causing or maintaining of an artificial price by action in- 
tended for that purpose. In our opinion the situation referred to did not con- 
stitute price manipulation. 

With reference to question No. 3, our conclusion reflects the analysis of the 
re a itionship between futures prices and spot prices reported in designated spot 
cotton markets. Our analysis indicated ths it the futures price was in line with 
the spot price plus the costs of certificating and preparing cotton for delivery 
ou futures contracts. We concluded, therefore, that the futures price could 
not be shown to be artificial. Such conclusion is supported also by analysis of 
futures prices in relation to Government price-support levels and repossession 

ts. The absence of an artificial price negatives the concept of manipulation. 

In regard to question No, 4, our conclusion reflects investigation of the rela- 

ouship of futures prices to the price of spot cotton, the cost of repossessing 
cotton from the Government loan, and the cost of delivering cotton on futures 
contracts. 

Sincerely, 
Ropger R. KaurrmMan, Administrator. 

[t should be noted that a monopolistic position in the futures markets 
would, in any one future, bea corner. To obtain a long-term monopo- 
listie control of the futures markets would thus require a series of 
corners which would ultimatelv have to be established by a volume 
of trading sufficient to dominate open positions in such markets. 

Corners, as such, are subject to scrutiny and action by the CEA 
under the Commodity Exchange Act. To constitute a corner, action 
by a trader in the futures market would have to be so forced as to 
establish an artificial price not reflecting normal economic conditions 
and factors 

Based on its discussions with cotton merchants, CEA officials and 
others, it appeared to the staff that there are sufficient firms, individ- 
uals and organizations of adequate size engaged in the cotton and 
allied industries who are ready, willing and able to challenge any 
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forcing position taken in the futures markets by anyone, regardless of 
size, and thus make any such effort unrewarding. 


J. THE EFFECT OF REDUCED VOLUME OF TRADING ON FUTURES MARKETS 


That the volume of trading in futures markets and hence their 
value as a price basing and insuring medium has decreased noticeably 
is evident from tables prepared by CEA for the New York Cotton 
Exchange, the New Orleans Cotton Exchange, and the Chicago Board 
of Trade. In each of these tables cumulative volume of trading for 
the successive months of the crop years 1954-55, 1955-56 and 1956-57 
are compared with a moving average total for the 10 years 1944-45 
to 1953-54. Also shown in the tables are the month end open interest 
for all months from August 1954 to August 1956. 

These tables in summary form show a comparison of volume as 
follows: 


In bales for crop years ending July 31 


| 
10-year 
average 1955 | 1956 
1945-54 
— ene ee —— 
| 
New York Cotton Exchange ------------| 49,756,700 | 36,793,900 | 28, 713, 900 
New Orleans Cotton Exchange... aa BO ene 99) es 300 13, 709, 850 | 8, 669, 200 
nn nN Oe eee eninaae 1, 745, 500 311, 600 | 148, 900 





Total, all futures markets en hnsteieiaes 74, 416, 500 50, 815, 350 | 37, 532, 000 


= 


August and September of the crop year 1956-57 
creases, 

The volume of trading in all futures markets in cotton decreased 
from 100 percent for the base 10-year period to 68 percent for the crop 
year 1955 and to 50 percent for the crop year 1956. 

Some futures commission merchants and exchange officials indicated 
that if the volume trend on futures exchanges continues its downward 
course that within another year most members of futures exchanges 
will go out of business and only a shell of this important element in 
cotton merchandising will rem: iin. All persons interviewed were of 
the opinion that the Government's current export program was largely 
responsible for the marked acceleration in the decrease in volume of 
futures trading. 

The volume of trading in cotton on the Chicago Board of Trade is 
relatively so small to trading in cotton as a whole that staff members 
deemed it unnecessary to survey this market. 


show further de- 


K. MEMBERSHIP ON COTTON FUTURES EXCHANGES 


The futures exchanges operate under the direction of their officers, 
boards and committees. 

In its fiscal year 1956-57 the New York Cotton Exchange had 20 
committees with 180 memberships, in addition to its officers and 15 
managers. 


For the same year the New Orleans Cotton Exchange had 5 officers, 


14 directors and 24 committees with 133 memberships. 
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Listed below are the names and positions held on each exchange by 
members of the six firms previously referred to. 


Officers and memberships on committees, New York Cotton Exchange: 
Anderson, Clayton & Co.: 
William K. Love, Jr., vice president, executive committee, national advisory 
committee. 
William J. Jung, membership committee, reception committee, employees 
pension fund. 
Julius Rutkay, commissions committee. 
Lamar Fleming, Jr., chairman, adjudication committee. 
Volkart Bros. Co.: Alfred Boedtker, managers, bylaws and rules committee, 
warehouse and delivery committee. 
George H. McFadden & Bros.: Gustave I. Tolson, managers, executive committee, 
membership committee, warehouse and delivery committee. 
Officers and memberships on committees, New Orleans Cotton Exchange: 
Anderson, Clayton & Co.: 
F. C. Anderson, director, finance committee, supervision and deliveries com- 
mittee. 
C. G. Moseley, membership committee, house committee, appeals committee. 
J. W. Buchanan, chairman, arbitration committee, supervisory committee, 
chairman, business conduct committee. 
Volkart Bros., Ine. : 
H. S. Grehan, supervision and deliveries committee, chairman, freight dis- 
crimination committee, freight quotations committee. 
E. H. Saer, arbitration committee, supervisory committee. 


ExHIsitT A 


CCC sales of cotton 


Sales, Jan. 3, 1956, to | Sales, Apr. 24, 1956, to 
Feb. 28, 1956, inclusive | Sept. 30, 1956 (announce- 
(announcement CN-| ment CN-EX-2—NO- 
EX-1—NO-C-7, dated C-8, dated Apr. 17, 1956) 
Dec. 9 and 12, 1955) 


Number of Percent Number of | Percent 
bales bales | 
Anderson, Cleyton & Co _... ‘ abe 346, 254 34. 6 | 858, 460 | 22.5 
Geo. H. McFadden & Bro__. ; 103, 507 10.4 289, 688 7.6 
Hohenberg Bros. Co . 80, 237 8.0 271, 147 | 7.1 
Cook & Co., Ine , em 14, 994 4.5 233, 923 | 6.1 
Weil Bros.—Cotton, Inc 7 ; 13, 524 1.3 142, 386 3.7 
Volkart Bros., Ine . " 14, 931 4.5 136, 370 3.6 
Total ane Sau 633, 447 63.3 1, 931, 974 | 50. 6 
Howard Cotton Co ‘ J 0 inabes ‘ 121, 491 
Otto Goedecke, Inc i. 7 81, 284 
Sternberg- Martin & Co., In ‘ 16, 500 — 80, 614 
Caleot, Ltd ae = 0 : 78, 043 
H,. Molsen & Co__. = 26, 924 — 67, 669 
H. Kempner : ni 11, 460 ee F 61, 460 ‘ 
Allenberg Cotton Co., Inc . ‘ - 11, 803 60, 586 2 
Crespi & Co_. at : ee 22, 271 58, 426 
W. D. Felder & Co eet a $917 : 55. 865 
R. T. Hoover & Co., Ine Gltiabete ‘ 1, 539 50, 889 
A. Campdera & Co., Inc- ‘ oii 26, 207 jaa 49, 411 
R. L. Dixon & Bro., Ine 19, 668 SS z 47, 852 
L. R. Barringer & Co___- 0 16, 841 
Esteve Bros. & Co., Ine 3s P 11, 298 44, 806 
Total 4 $13, 603 81.4 2, 837, 301 74.4 
All other ie ee 186, 759 18. 6 978, 054 25.6 
rg co BA , 1, 000, 362 100. 0 3, 815, 355 100. 0 
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Exurit B 
UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY CREDIT CORPORATION 


Erport sales of upland cotton from price-support inventories from January 1, 
1956 through August 31, 1956 


Sales anouncement No. NO-C-—7 (first sale on January 38, 1956; offer limited to 
cotton of 5/16 inch or shorter staple) : 


Peer Grannis Gna ee Ce 1, 000, 000 
I RU EN PUR Nn cs eaten ee $173, 357, 767. 73 
Approximate composition of cost value: 
GIP ION WAU. oc a $166, 967, 218. 73 
UI, ACSNI a cps recae 6, 390, 549. 00 
a a ee sm aa oe 116, 063, 774. 27 
NN I ies itn ears gbiokesaae aoe 57, 293, 993. 46 


Sales announcement No. NO-C-8 (first sale on April 24, 1956; all upland cotton 
offered ; all sales for export after July 31, 1956) : 
Through August 31, 1956: 


Ie Oe dE) |, an ce eR bales__ 38, 105, 888 
Costivaine 00 DRS 0G ck. oscil cece $578, 145, 973. 08 
Approximate composition of cost value: 
AIGA PEIN. 5 oscec. cence $552, 320, 004. 0S 
BGROG "CRAG POR on a iin 25, 825, 969. 00 
Br ORIN ec * 403, 852, 572. 52 
I CNS a a es 7174, 293, 400. 56 


2To the extent that any of the cotton sold is subsequently shipped under Public Law 
480 authorizations, the sales proceeds will be increased and the net loss decreased to 
reflect a return to CCC of its full investment in the cotton. The increase in proceeds will 
be accounted for as an addition to a receivable to be reimbursed by Congress. 


Note.—Data hereon obtained by analysis of accounting records maintained in Fiscal 
Division, CSS. 


ExHIsirT C 
Summary—Buyers’ claims on export sales—Cotton 
I. Average amount per bale paid on buyer's claims (includes reweights and, 
where applicable, reclassifications) : 


Announcement NO-—C-7 (1,000,000 bales sale) $7. 49 
Announcement NO-—C-8 (based on 439,258 bales on which Claims received 
URC SUEUR EDEN oat TUNES ns os Seas eee 10. 36 
II. Claim with highest per bale average (broken down by weight and class 
features )—announcement NO-C-7 (1,000,000 bale sale) : 


Average amount per bale, reclass only a ae cece a ee 
Average (credit to CCC) per bale, reweights only_- 


$20. 39 








~ 
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III. Claim with per bale average nearest the overall average (broken down by 
weight and class features)—announcement NO-C-—7 (1,000,000 bale sale) : 





Average amount per baie, reciass only... i... sais se 
Average (credit to CCC) per bale reweights only___--__- pl cae ale eh gas . 78 


IV. Recapitulation of final settlement claims submitted by six buyers making 
largest purchases. 


Announcement NO-C-7 Announcement NO-C-8 
Bu = 
Number of | Net amount A verage Number of Net amount A verage 
bales claimed mount bales claimed smount 
per bale per bale 
Anderson, Clayton &Co 346, 158 | $3, 282, 338, 64 $9, 48 34, O11 $444, 855. 72 $13. 08 
Hohenberg Bros. Co 80, 433 358, 962. 65 1. 46 21, 746 285, 558. 11 13. 00 
Volkart Bros., Inc - 44, 921 300, 920. 10 6.70 
Geo, H. McFadden & 

Bro 103, 384 666, 446. 17 6. 45 600 6, 777. 61 11. 3 
Weil Bros. Cotton, Ine 13, 523 97, 499. 02 7. 21 2, 421 6, 261. 34 2. 59 
Cook & Co., Inc : 44,490 | 338, 828. 25 7.62 24,448 | 392, 107.11 16. 00 

Potal ea 632,909 | 5, 044, 994. 83 7.97 83, 226 | 1, 135, 559. 89 | 13. 64 





Source: New Orleans CSS Commodity Office, Sept. 14, 1956, 


V. While the class sheets have not been reviewed for such information, it is 
estimated, based on experience in processing claims, that about 90 percent of 
claims involved reclassifications. 
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CCC COTTON EXPORT SALES PROGRAMS 


SUPPLEMENTAL REPORT 


A REPORT TO THE COMMITTEB ON APPROPRIATIONS, U.S. HOUSE OF 
RBPRESENTATIVES, BY SURVEYS AND INVESTIGATIONS STAFF, 
MARCH 1957 

I. INrRopUCTION 


On December 4, 1956, this staff submitted a report, pursuant to com- 
mittee directive of May 21, 1956, concerning several of the activities 
of the U.S. Department of Agriculture (USDA). 

On December 28, 1956, the staff was requested to conduct additional 
inquiry into the following matters: 

The background, previous experience and special interests, if 
any, of the cotton classers of the Cotton Division, Agricultural 
Marketing Service, USDA, particularly with respect to temporary 
employees, and the sources from which such employees were 
recruited ; 

A spot check of cotton sold by Commodity Credit Corporation 
(CCC) under the two export programs on which large discounts 
resulted from reclassing, and the following through of some of 
such cotton from CCC to its ultimate purchaser ; and 

The reasons for the delay in the issuance of the catalog on cotton 
acquired by CCC on December 31, 1956. 


Il. SumMaARY 


The classing of cotton is carried on in 31 permanent and 5 seasonal 
classing offices. During the period July 1, 1955 to January 15, 1957, 
the USDA carried a total of 370 classers on its roles; 95 were perma- 
nent and 275 temporary or seasonal workers employed on the average 
of about 4 or 5 months. Ejighty-one permanent classers had more 
than 5 years classing experience; 14 had less than 5. Their general 
experience in cotton was extensive; none had less than 6 years, most 
had 20 or more years, and some had as much as 45 years. 

Seasonal classers are in general appointed from lists of eligibles 
maintained by local classing offices and by area offices. To be placed 
on list, applicant must have had (1) at least four seasons of responsible 
technical experience in cotton, (2) at least one season of classing experi- 
ence, and (3) obtain a grade of 70 percent or better on a practical test 
of his classing ability covering 200 balesamples. Experience in cotton 
activities was extensive; 201 had more than 15 years; 35 had 10 to 15 
years; 30 had 5 to 10 years; 6 had less than 5 years, and exact data 
was not available for 3. When not employed by USDA, 175 of them 
are self-employed or showed no other employment on questionnaire, 
61 are employed as part-time classers and/or commission buyers for 
various companies and 18 are employed as full-time classers by various 
companies. 


(307) 
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According to data developed by the staff, 126 of them had within 
the 5 years prior to January 15, 1957, been employed by the “cotton 
trade.” Analysis revealed that 58 of the 126 had within that period 
worked for cotton firms which had purchased cotton in either one or 
both of the ~~ programs. 

Data as to identity of the owner of cotton being classed is not 
routinely made available to classer but inquiry indicates he can easily 
identify owner if he desires to do so. Study of procedures in effect 
leads to belief that in absence of collusion, it would be coincidental if 
classer happened to classify cotton belonging to any particular owner. 
Staff believes checks and balances are sufficient to assure that CCC 
cotton is classed with reasonable accuracy. 

it was not possible, within the time limitation set for this inquiry, 
to select and trace through the records of the initial buyer to the ulti- 
mate purchaser, those bales of cotton involving large discounts result- 
ing from reclassification. Records of the Commodity Stabilization 
Service (CSS) Office, New Orleans, are not presently set up so as to per- 
mit rapid identification of the necessary data and, additionally, cotton 
dealers visited stated they did not, in the vast majority of cases, sell 
cotton in accordance with the grading standards of CCC. Limited 
effort was made, however, to ascertain whether seasonal classers who 
were or hi ud been employed by the trade had reclassed any of the cotton 
purchased by their present or former employers. The check was made 
at Memphis classing office and because of the great volume of records, 
was confined to cotton classed at that office for Anderson-Clayton & 
Co., Cook & Co., and Volkart Co., each of whom had a former em- 
ployee who worked at the Memphis classing office during the pertinent 
period. Out of the thousands of bales of cotton classe .d for Anderson- 
Clayton at pun office, only 119 had been classed by its former employee, 
Melvin E. Greer. One involved tag list No. 89,785 covering 745 bales 
of which 69 were classed by its former employee. The average ad- 
justed price per bale for all cotton on the tag list was $125.22, whereas 
the adjusted price per bale on that classed by Greer was $123.51. The 
other tag list was No. 72.236 covering 478 bales of which 50 were 
classed by Greer. In this instance the average adjusted price per bale 
for the entire tag list was $147.86, whereas the average adjusted price 
per bale on that classed by Greer was $149.79. No purchases made 
by Cook & Co., were found to have been classed by its former employee 
at Memphis. Sale No. 4207 covered 5.138 bales sold to Volkart Co. 
Morris Valentine, a former employee, classed 2 tag lists; one covered 
58 bales and the other 50 bales. Average refund on all bales in sale 
was $8.30 per bale: on cotton classed by V alentine on tag list No. 
75,485 refund was $5.87 per bale, and on tag list No. 75,557 refund was 
$1.05 per bale. Check made was so limited as to not be reliable indica- 
tion of situation which might be disclosed by a more complete check. 

The New Orleans Commodity Office is presently preparing IBM 
punchcards which will permit rapid accumulation of data required to 
permit identification of those bales of cotton on which above average 
refunds were made. Final settlement action has been taken (as of 
Feb. 1, 1957) on 3,271,169 bales out of 6,316,694 sold during second 
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program. Much of the cotton purchased has not been disposed of by 
the initial buyers. Merchants contacted cautioned that an inaccurate 
picture would be presented by tracing only particular bales through 
their records. All of these factors led to conclusion that at the present 
time and within period available, it would be impossible to present 
accurate and complete data from which conclusions as to adequacy of 
classing could be drawn. 

The USDA announced on January 8, 1957, that the catalog for the 
ae part of the 1955 loan cotton crop would be available about March 

. 1957, and that the cotton listed therein would be offered for export 
S: ai Title to 6,084,011 bales of cotton of this crop passed to CCC on 
December 31, 1956. Loans had been made to cooperatives covering 
1,345,193 bales of it and to producers through lending agencies for 
the remainder, 4,688,818 bales. 

Detailed records for form A loans are kept in the New Orleans 
Commodity Office although the loan documents are distributed in six 
area offices. Detailed records and loan documents on form G loans 
are kept by 14 servicing agents with only reciprocal control accounts 
being kept at New Orleans. 

Upon taking title to loan cotton, CCC must send all loan documents 
to New Orleans, establish initially complete records for form G cotton, 
review documents for form and completeness, reconcile differences, 
calculate, pay to date of takeover, and then cancel all insurance on 
such cotton. Further, all freight bills must be sorted for in-transit 
values to be reclaimed wherever possible on further movements of 
such cotton after sale by CCC. Cataloging then proceeds along the 
same course for both types of loan cotton. All bale cards are listed by 
warehouse, city, grade, ste, and growth. Magnitude of task indi- 

cates 2 months (Jan. 1, 1957-Mar. 1, 1957) is not an unreasonable 
length of time in whic : to prepare and issue catalog. Merchants con- 
sulted stated issuance by March 1, 1957, would not cause any incon- 
venience to the trade. 


Lil. Backerounp, EXperRtencE, AND QUALIFICATIONS OF CoTTON 
CLASSERS 


A. ORGANIZATION FOR CLASSING OF COTTON 


The Grading and Marketing News Branch of the Cotton Division, 
Agricultural Marketing Service, USDA, is assigned the responsibility 
for the classing of cotton. Due to the small percentage of cotton 
classing performed at Washington, D.C., only three permanent em- 
plovees are directly engaged in such activity at headquarters. 

The Branch has established four area offices and each supervises and 
directs the activities of local classing offices within its area. Overlying 
all of these i is the Board of Supervising Cotton Examiners (the so- 
called supreme court of cotton classing), Memphis, Tenn., which has 
the responsibility for directing technical controls to mi nimize varia- 
tions from the standards in the classing and grading of cotton, and to 
which appeals from prior classifications may be taken. 
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The four area offices are as follows: 


Number of local classing 
offices supervised 


Area Location Number of oad a os 
States 
Permanent Seasonal 

Southeastern.............- Seep a eee 6 Ot at ee 
South Gentrel..<....<«<... ...| Memphis, Tenn sti 7 y 2 
OUICRIPONUOTTE « é occ ccccccccs . Dallas, Tex ere 3 9 2 
WING oo in own nbvvkcccestas) POOIX, Ariz 5 6 | 1 
ONL. S8oencsks Sei ckbeaen Ste et ee 5k ac Seiemewebctccwn oe seco eeal 31 | 5 


B. VOLUME OF COTTON CLASSED 


The activities of these offices may be discerned from the total bale 
volume of classing done (a) for locality quality determinations, 
(6) under Smith-Doxey Act, (¢) under Cotton Standard Act, (d) of 
CCC loan samples, (e) for Cotton Futures Act and, (f) for various 
organizations such as the International C ooperation Phat 
State boards of agriculture, and so forth. 


Area Season through | Season through 
Jan, 13,1956 | Jan, 11, 1957 


Southeastern - - - i 1, 761, 477 1, 870, O11 
South Central. | 4, 594, 970 | 6, 488, 099 
Southwestern _. : : | 3, 861, 412 | 4, 770, 768 
Western. ae laa (oikebabee ee 2, 341, 3: 2, 958, 374 





Grading control section.- poo ea d : cee ae | 42,287 | 403, 944 








Total bales classed ____- ree S nanomeececeuk 12, 601, 468 ! 16, 491, 196 


NotTe.—Not included in the above are the bales checked for test purposes, both locally and by the grading 
control section, subject of comment later in this report. 


C. PERSONNEL QUESTIONNAIRE, CLASSERS EMPLOYED, JULY 1, 1955, 
THROUGH JANUARY 15, 1957 


In conducting the inquiry regarding the cotton classers, the staff 
prepared a questionnaire to be completed by the USDA for each cot- 
ton classer, temporary and permanent, carried on the rolls during the 
period July 1, 1955, to January 15, 1957. The questionnaire required 
the following data for each classer: 


Name 

Address during employment 

Legal residence 

Temporary, permanent 

Grade and salary 

Headquarters 

Total years of experience in cotton 

Details of experience in cotton past 5 years showing name of employer or 
employers 

. Experience in actual classing of cotton for (@) Federal Government, (b) 

other employers past 5 years 


In response to this request the staff received data relating to 370 
classers, 95 of whom were permanent and 275 temporary or seasonal] 
employees. 
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D. PERMANENT CLASSERS 


Of the 95 permanent classers only 1 has been, within the past 5 
years, an employee of cotton firms that participated i in the export pro- 


grams. He was appointed in the spring of 1956 to a permanent 


grade 5 position in the south-central area as a cotton field representa- 
tive, assigned to the Jackson, Miss., office. One of the two firms for 
which he had previously worked purchased slightly over 2,000 bales 
of cotton from CCC under NO-C-8 

As to the other permanents, while 14 had less than 5 years of class- 
ing experience in the Government their general experience in cotton 
was extensive, none being under 6 years, many being in excess of 20 
and some as much as 45 years. 


E. SEASONAL CLASSERS 


As the bulk of the work of the classing offices normally falls in the 
harvesting season, the permanent personnel is augmented with tem- 
porary help usually appointed for a period of 4 months. Because of 
the heavy workload which resulted from the export programs in 1956, 
some seasonal employees worked 5 months or longer. Several in- 
stances were noted wherein arte: classes were engaged in different 
or successive seasons. 

Appointment 

“The seasonal or temporary classers are appointed from a list of eligi- 
bles maintained by the local classing offices and by the area offices. The 
initial step in getting on the list of eligibels is the filing by the appli- 
cant of a preliminary application known as CSC form 8.° This form 
requests detail as to training and experience in the cotton field. Names 
and addresses of former employers and dates of employment in cotton 
activities must be shown. These preliminary applications are re- 
viewed, and if the applicant appears to be qualified he is afforded a 
practical test of his ability to classify cotton. This test covers 200 
bale samples and a 70-percent correct classification is required. If 
an applicant on his first try fails a few points below this (not more 
than three or four), he may be given an additional test in endeavor 
to qualify. Actual ‘appointments from the eligible list are initiated 
by the local classing office and are subject to the approval of the area 
office and the W ashington headquarters. 

The staff was advised that on infrequent occasions the eligible lists 
have been exhausted and it has been necessary to borrow classers from 
the trade. Even in these instances, however, the classers must pass 
the above-mentioned test and they are placed on the Department pay- 
roll under atemporary appointment. The only exception to this rule, 
according to Department officials, covers 11 employees of the Staple 
Cotton Cooperative, Greenwood, Miss. These classers were given the 
standard test, but are carried on the Department rolls as w.o.c. (with- 
out compensation) employees. Additional details regarding the group 
are given later in this report. 

Appointments from the eligible lists are made to a particular class- 
ing office, but all classers, permanent and temporary, are subject to 
assignment to other classing offices as the workload dictates. Tem- 
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porary classers are assigned to localities other than those from which 
they come, so far as this 1s practically possible. 

Assignment 

oe 275 seasonal classers who were appointed in the period July 
. 1955, to January 1957, were assigned to areas as follows: 





Area: Number 
Retp RPE IS EINNT *0 A EIR a ea ae ee Se eo 40 
PRR EE OP TIU NE. CNSR EIINN OD oo ee de ee Se oh eee ee ceenuiciie 149 
RU eA SD i en ice aera imaninapekendees as 77 
Ia ur Pom CD a aap car oper el ab asin cl omnes aes 9 

MND Sich oese enced take nauk ace ns ab ekeaes oe eS 275 


A tabulation was not made showing the local classing office to which 
the temporary classers were assigned. It is apparent, however, that 
the great majority of them worked in the Memphis, Tenn., Dall: as and 
Lubbock, Tex., Greenwood, Miss., and the Little Rock and B lytheville, 
Ark., offic eS. 


E'wperience 
Thee xper ience of the seasonal classers in cotton activities was found 
to be extensive, as shown by the following tabulation: 





RPE Ake HRT oo secs ind Pee ar ee de ee ecb ae ea iis cao gst hapa ma ate 201 
BP RRO ne NG oie et ee enw omnes i ais pride etches ae er oan eal wae aes ees aS 35 
I a a a et ae le ee 
ON OE Oa OT 5 a ecg ee ne OnE RS ee ee stat oie 6 
Data not available... eS eas oe eet iene eee cane 3 

a ee a a aimee siete keke aE 


The aforementioned questionnaires relative to seasonal classers were 
not completed with such exact uniformity as to permit a completely 
accurate analysis of types of cotton experience represented. It is 
believed, however, that the data below is sufficiently accurate to 
permit drawing broad conclusions as to the activities of seasonal 
classers when they are not employed by the USDA. 

Full-time classers___--~- Peter erter a Cetera ne Senin eo Rs Reames chai oS 18 
Self-employed buying and selling cotton or no other employment shown_-_. 175 


Part-time classer and/or commission buyer for various companies____-______ 61 
IER ec RA cdl atalino 7 
Retired, classing instructor, and miscellaneous___________-_______ ee, | 

Total_- ss Eee le pcan BR NEC Shea a ee e 275 


All seasonal appointments were made at gr rade GS-9, except two i in 
the south-central area, made at the next lower grade. Specifications 
for GS-9 call for four seasons of responsible technical experience in 
cotton, with substitution provisions of education for experience, plus 
one season of cotton classing experience which demonstrates ability to 
mi ake final determination of the grade and staple length of cotton 

cording to official U.S. cotton standards. 


Employment with the trade 
An analysis was made of the questionnaire forms covering the 275 
seasonal classers in order to determine how many of them had worked 
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in the cotton trade within the 5-year period prior to January 15, 1957. 


The results are tabulated below: 


Number, all | Number not Number 


Area seasonal working for | working for 
employees trade thade 
yutheastern_....--- . : stoke. 40 | 22 18 
a pk a ee ee ee ee : 149 71 78 
Southwestern 77 52 25 
Western. ‘ . | 9 4 5 
Fa 3 iene — 
Total ix a Ee | 275 | 149 126 


Further analysis of the questionnaires relating to the 126 classers 
shown above as “working for the trade” was made to determine how 
many had been employed by firms that had purchased cotton under 
eitherexport program. This analysis disclosed the following: 





Total bales Total bales 
Number | purchased Number | purchased 
Name of firm of under Name of firm | of under 
classers | export pro- classers | export pro- 
grams | grams 
| | 
Allenberg Cotton Co., Ine l 37,387 || MeFadden, Geo. H., & Bro 4 550, 688 
Anderson, Clayton & Co v 1, 462, ¥83 || Newberger Co = } l 28, S589 
Andrews, C. L., Cotton Co l 8, 920 || Oates, W. E., & Co 1 19, 189 
Barringer, L. 'T., & Co | 1 45, 841 | : atton Bros 1 | 18, 249 
Campdera & Co.---. lL | 133, 635 | Rus sell Cotton Co-- l 1, 128 
Cook & Co., Ine 5 | 391, 347 || Schwabach & Co | 1 | 62, 624 
Creekmore, E. F., & Co 1 | 80, 509 || Smith, Eugene, & Co., Inc__| 3 34, 383 
Crespi & Co- | 1 | 120, 184 || Staple Cotton Cooperative_|} 11 13, 762 
Goedecke, Otto__. 2 192, 49 Volkart Bros., Inc-. 1 267, 201 
Crawford & Co l 7,044 || Weaver, Dudley 8., & Co. l 19, 109 
Florence & Co_.-- 1 | 1,182 || Weil Bros, C ee Inc... 3 | 245, 925 
Hanslik, Adolph__--- 1 | 2,836 |} W ils on, W. ,& Co 1 2, 000 
Howard Cotton Co- | 2 | 125,717 || Yarborougs nk Co 1 | 3, 958 
Hohenberg Bros, & Co 1 | 12 3,425 || |— 
Lowe, L. C : js | l | 8, 389 89 | Total... | 60 4,399, 785 
Jones, Gardner, & Beal, Ine l | 


There were actually 58 classers involved since 2 of them had 
worked for 2 companies during the pertinent period. 


). Safeguards to assure proper classing of cotton 

The staff was, of course, interested in determining whether the 
cotton classers had reclassed any cotton for their present or former 
employers and in connection therewith a study was made of the pro- 
cedures followed in the classing offices at Memphis, Tenn., Houston, 
Tex., and New Orleans, La. It was ascertained that in each of these 
oflices procedures are in effect which are designed to prevent the 
classer from knowing the identity of the owner of the cotton being 
classed. It is apparent, however, that despite the fact such informa- 
tion is not routinely made available to the classer , he can, if inter- 
ested, identify the owner without difficulty. This is espec ially true 
of the larger companies. Some of them use particular types of tag 
lists while others, in disregard of CCC instructions, place their names 
on the tag list. In all instances noted by this staff, the owners’ names 
appeared on the shipping tag attached to the roll of samples. The 
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rolls of samples are brought to the classing tables intact by a laborer ; 
therefore, the classer can, if interested, look at the shipping tag. 

The staff’s study of the procedures indicates, however, that in the 
absence of collusion it would be coincidental if a classer happened 
to class cotton for his former or present employer. As observed by 
the staff, sample rolls are brought to a classer by a laborer on an 
availability basis, i. e., as a classer finishes a roll he is given the next 
one in line. In other words, the classer exercises no ‘influence over 
the samples which he will class, and bales are not given to a classer 
on any pre: arranged basis. 

Other safeguards were noted to have been instituted to assure that 
the samples are properly classed. It was found that temporary or 
seasonal classers work under the fairly close supervision of perma- 
nent Department classers. In most cases there is one such supervisor 
for every five temporary employees. These supervisors have the re- 
sponsibility to actively review the work of the classers under their 
supervision to be certain that the classers are grading in strict ac- 
cordance “with the box,” i. e., in strict accordance with the estab- 
lished standards. In addition, there is a rule in effect under which 
20 samples are pulled each day from the work handled by each 
classer. These samples are reportedly selected at random by a laborer 
and are independently classed by the chairman of the local classing 
office. The class assigned by the classer is then compared with that 
assigned by the chairman. In instances where there is a substantial 
or consistent variance, the matter is discussed with the classer and 
a correction is made. As a further check on the efficiency of the 
classer and the supervisor, existing regulations require that 20 sam- 
ples for each classer be sent to the Board of Supervising Cotton 
Examiners at Memphis, Tenn.; however, in some instances this pro- 
cedure is required twice a week and in other instances three times a 
each week. A copy of the original classification sheet accompanies 
these samples and the grades assigned by the classers at Memphis 
are compared therewith. The classification sheets are returned to 
the local classing office together with any instructions deemed neces- 
sary to correct inaccuracies found. 

It would appear that all of these checks and balances should as- 
sure that CCC cotton is classed with reasonable accuracy. Certainly, 
they are sufficient to correct any bias which an individual classer 
may consistently show and to identify incompetent classers. 

The most positive test as to whether proper g grades were assigned by 
the classers who graded the cotton involved in the export programs 
would be the securing of new samples from the bales sold and have 
them reclassed by a group of competent experts. Since there were 
more than 7 million bales sold, a great part of which has been dis- 
tributed all over the world, such a procedure was not practical. It 
appeared that the next most logical step would be to identify those 
bales of cotton in which the widest discrepancy appeared between the 
grade assigned at the time the cotton went into loan and the grade 
assigned upon reclassification in connection with the claim filed by the 
purchasers against CCC. It was assumed that it would be possible 
thereafter to trace these bales through the purchasers books and to 
determine the grade and price at which the particular bales were 
sold by the dealer and from these facts to determine whether the grade 
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assigned upon reclassification was a reasonable one. This procedure 
was found not to be practical for two reasons: (1) It was not possible 
to readily identify those bales showing the widest discrepancy 1n class, 
and (2) the cotton dealers visited stated they did not, in the vast 
majority of cases, sell cotton in accordance with the grading standards 
of CCC. They stated that they sort the cotton into lots of even 
running bales by type and not by description and that from 60 to 70 
percent and even more is sold on the basis of types of sellers’ and 
buyers’ samples. 

Tn addition, as pointed out elsewhere in this report, the dealers called 
attention to the unfairness of arriving at a decision regarding the 
accuracy of grading based on an analysis of their profit or loss on 
particular bales of cotton. 

Results of check of some cotton classed by employees formerly 

engaged by trade 

It was determined that there was a third method which might be 
used to ascertain whether the temporary classers who were or had 
been employed by the trade had reclassed any of the cotton purchased 
by their present or former employers. This method called for an 
examination of the tag lists covering all cotton classed for a particular 
company at aclassing office during the period a particular classer was 
employed at that office. This is not deemed to be a desirable method 
particularly in the case of the larger companies, since it involves the 
examination of thousands of records and does not permit confining 
the examination to those bales which showed substantial changes in 
erade upon reclassification. 

Although it was not possible, within the time available, to make a 
check of a substantial number of bales, the staff did make a limited 
check for such value as it might have. It was decided to visit the 
Memphis classing office and to confine the check to Anderson-Clayton 
Co., Cook & Co., and Volkart Co., three of the larger companies who 
had at least one former employee who had worked as a classer in the 
Memphis classing office during the periods covered by the first and 
second export programs. The former employees selected were: 
Melvin E. Greer, Anderson-Clayton & Co.; Frank Nichols, Cook & Co.; 
Morris Valentine, Volkart Co. 

Tag lists covering cotton reclassed at Memphis for the above com- 
panies during the pertinent periods were examined to identify any 
bales reclassed by their former employees. It was ascertained that Mr. 
Greer, whose identification number was 45, had handled a limited 
number of bales belonging to Anderson-Clayton Co. as dillewe: 


A verage ad- Average ad- 

Number of Number of Number justed price justed price 

Sale No. tag list bales on classed by rer bale all per bale cot- 

checked tag list Greer cotton on tag ton classed 

| list by Greer 

| i 

4441 R9, 785 745 | 69 $125. 22 $123, 51 
4197_. al 72, 236 478 50 147. 8f 149. 79 





It will be seen from the above that prices on the bales classed by 
Mr. Greer, a former employee, very closely paralleled the average 
In the first instance the price was 


prices for all cotton on the tag list. 
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$1.71 less per bale and in the second instance it was $1.95 greater per 
bale than the average. 

In regard to Volkart Co. the staff checked data relating to sale 
No. 4207 which involved 5,138 bales. The average refund found to be 
due Volkart on reclassification was $8.30 per bale. On tag list No. 
75485 which covered 58 bales reclassed by Mr. Valentine, a former 
employee, the average refund was $5.87 per bale. For tag list 
No. 75557 which covered 50 bales reclassed by Mr. Valentine, the 
average refund was $1.05 per bale compared with the average of 
$8.30 per bale for the entire sale. 

The examination covering Cook & Co. purchases did not disclose any 
cotton reclassed by Frank Nichols. a former employee. 

It is apparent that so far as the items checked are concerned, the 
cotton reclassed by former employees rated on the average at least 
equal to that handled by other classers. The reader is cautioned, 
however, that the sampling was so limited that it cannot be said to 
show the situation which might be disclosed by a thorough and 
c ener ‘heck of all sales. 

. Datare garding classers of staple cotton coope rative 

Mention has previously been made in this report that the Staple 
Cotton Cooperative, Greenwood, Miss.. had purchased cotton during 
the second export program and that 11 of its present employees were 
active in the classification of CCC cotton on a w.o.c. basis. It was 
further ascertained that these same classers were active in classing 
cotton for cooperative members under the Smith-Doxey Act. It 
seemed desirable to ascertain certain facts regarding what appeared 
to be the unusual relationship with this cooperative and inquiry was 
made at the Memphis classing office. 

It was ascertained that the Fiscal Year 1953 Appropriation Act for 
USDA gave the Secretary authority to contract with cooperatives 
furnishing classers and other facilities for classing cotton. On Octo- 
ber 13, 1952, the Department entered into an agreement with the 
Staple Cotton Cooperative Association which provides that the coop- 
erative will furnish space and personnel to classify cotton for USDA. 
The agreement provides that no fee except the sample submitted will 
be paid for these services. The staff was informed that the association 
employees classify cotton for all cooperative members for Smith- 
Doxey loans even though the members reside outside the Greenwood 
classing office territory. There are more than 150 members privileged 
to enjoy this service. The possibilities inherent in an arrangement of 
this kind are apparent. Inquiry showed that these classers when 
elassing cotton for CCC, work under the same type supervision as 
temporary classers and are subject to the same checks and balances. 
It appeared to this staff that the cotton classed by these cooperative 
members is classed very closely to the established standards and is not 
overclassed. This is substantis iteed by the fact that for the 1953 crop 
year a total of 6,831,725 belt area bales of cotton went to loan: 31 
percent was later withdrawn. During the same period the staple 
cooperative members pledged 453.808 bales and later withdrew 59 
percent. In 1954 crop year a total of 2,308,752 belt area bales went to 
loan and 28 percent was later ee In the same period the 
staple cooperative members pledged 145.344 bales and later withdrew 
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82 percent of it. It isapparent that if the cotton had been overclassed, 


it would not have been withdrawn from loan. 


LV. Corron Sotp py CCC Unper Exporr Programs NO-C-7 anp 


NO-C-8 


A. ANALYSIS OF RECORDS PRESENTLY BEING MADE BY NEW ORLEANS 
COMMODITY OFFICE 


In the staff report of December 4, 1956, it is disclosed that as of 
September 14, 1956, claims had been submitted to CSS on about 
900,000 bales under the first export program (NO-C-7) and on about 
440,000 bales under the second program (NQO-C- 8). The average 
claim per bale under each of the aaah was $7.49 and $10.36, 
respec tively. 

As a preliminary step in the present survey the staff requested CSS 
to supply the following data: 

1. Number of bales of cotton purchased by each firm. 

Number of bales of cotton on which reclassification was 
requested. 

Number of bales on which settlement was made on the basis 
of reclassification. 

Number of bales on which final settlement has been com- 
pleted. 

5. Net amount paid to or by each firm in final settlement. 
(Item 5 was to include any gain or loss as the result of reweighing 
as well as from reclassification. ) 

At the time of our visit to the CSS commodity office, New Orleans, 
La., in early February 1957, preparation of this data was in process. 
Card punching, a mechanical step preliminary to sorting and tabula- 
tion of all pertinent details as to claims filed under both programs, 
was underway. 

The staff was informed by the director of the commodity office that 
a study of this same area had been contemplated since our original 
visit in September 1956, but that cost and time had been a deterrent. 
With the receipt from Washington of our request a decision was 
reached to extend the analysis beyond that requested by the staff so 
as to produce additional information that would be of use to CSS 
for administrative and other purposes. 

The commodity office project should result in the accumulation of 
data necessary for analysis concerning, (a) buyers, (>) all sales 
individually and in aggregate for each buyer, (c) tag list numbers 
with bales of like gr ade and staple on rec Jassifieation combined for 
each such list. (d@) warehouse in which stored and from which sold, 
(e) original class, (7) total bales upgraded and amount, (g) total 
bales downgraded and amount, () total bales even, (7) amount of 
weight gain or loss and amount, and (7) amounts of claims as filed, 
and as computed. 

It is evident from the above that after completion of the card- 
punching phase of the project a detailed analysis by firms and ware- 
houses can readily be secured for all bales in any range of discount. 

The staff was informed by Mr. F. P. Biggs, director, New Orleans 
CSS commodity office. that it would take about 3 months to complete 
the abstraction of data and punching of the curds for all claims 
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processed on both programs but that thereafter, detailed information 
in any desired area would be readily available. At the time of the 
staff’s visit it was not possible for his office to furnish such data. 


B. SALES AND CLAIMS FILED 


The CSS commodity office submitted for our immediate use data 
regarding total claims that had been filed by the various purchasers 
and which had been fin: lly processed by January 31,1957. Exhibit 
A shows 24 of the firms that participated in the second export pro- 
gram (22 of which also made purchases in the first program), the 
number of bales ac quired by each, and the total number of bales on 
which claims have been finally adjusted for both reclassification and 
for reweights. The exon ‘also shows similar data for all firms 
combined and the aggregate amounts for the remaining firms not 
set forth individually. A recapitulation table of the exhibit is as 
follows: 


Purchasers Claims 
| 
Number Number Number | Number Amount of Average 
f firms of bales of firms of bales | settlement | amount 


per bale 


Announcement NO-C-7 


Shown in‘ividually--- 22 879, 662 22 876, 734 $6, 713, 010. 45 $7. 65 
Combined 42 120, 700 42 120, 319 823, 844. 51 6.85 
Total 64 1, 000, 362 64 997, 053 7, 536, 854. 96 7.56 


Announcement NO-C-8 


Shown individually -- 24 4, 687, 189 24 2, 448, 167 | $29, 616, 653. 23 $12. 10 
Combined _- 3 144 1, 629, 505 126 823, 002 8, 861, 227. 86 10. 77 
Bente se a 168 | 6,316, 694 150 3, 271, 169 38, 477, 881. 09 11. 76 


1. Variations in claims filed 

The firm with the largest per bale claim under NO-C-7 was R. T. 
Hoover & Co., Inc., El Paso, Tex., with a $23.49 average on 1,539 
bales and the lowest was M. Aura & Co., Dallas, Tex., with an addi- 
tional payment due CCC of $0.24 per bale average on 500 bales. 

Under NO-C-8 the comparable amounts are $26.89 per bale for 
Randolph Scott & Co., Harlingen, Tex., on 196 bales and the addi- 
tional payment of $0. 11 per bale on 51,458 bales from R. T. Hoover 
& C 0. 

It is to be noted that under NO-C-8, claims on only about one- 
half of the bales sold have been finally processed. 

The director of the commodity office ascribed as reason for the 

variation between the average per bale discount between the two 
programs the fact that in the first sale only cotton of 15/16-inch 
staple and lower was sold and that under NO-C-8 all grades and all 
staple lengths were offered. The higher prices inherent in the longer 
staple cotton together with a drop in the premiums or increase in 
discounts during 1956 would account for some of the difference. An 
additional factor cited by officials of the control office of the Cotton 
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Division, Memphis, Tenn., was that much of the cotton offered for 
sale in the first program was raised in the plains country in a dry 
climate and later reconcentrated at or near a port in a humid climate. 
Losses sustained in such cotton because of decrease in grade for 
change in color would be somewhat offset by a slight increase in 
staple length. 

2. Factors which affected claims 

The staff sought the views of members of the trade as to the prin- 
cipal reasons why the cotton sold under the export programs has 
been the subject of claims averaging $7.56 under the first sale and 
$11.76 under the second. Some members of the trade generally ex- 
pressed the opinion that cotton going into loan was classed on the 
high side. Their reasons for such expressions were that in local and 
other meetings of producers throughout the Cotton Belt the subject 
of cotton classing was frequently part of the agenda and always of 

importance. The publicity engendered by such meetings, and en- 
couragement of it from various sources, had the inti angible and 
psychological effect on the classers to give the farmer a break. In 
cases of doubt the tendency was to classify the cotton up. A further 
fact cited by them was that any bale of cotton from any producer 
that might have been undergraded upon original classing for loan 
would be subject of request for review. The natural result was that 
errors in classing on the high side were not appealed but errors on 
the low side were mostly corrected by review. 

The buying side of the cotton trade at and during the harvesting 

eason was keenly alert to the possibility that some of the various 
cotton-classing offices would for a season or part of it classify cotton 
“hard” on going into loan. If and when such an area was discovered 
the trade would seek out the owners of the cotton and acquire from 
them their equities. All cotton on loan with CCC was also carefully 
screened by most of the buying trade, and good buys were thus elimi- 
nated from CCC’s stocks. The cream of the crop as to quality and 
price was thus skimmed off and what ultimately went to ownership 
of CCC was the less desirable remainder. 

Another factor mentioned by some members of the trade was that 
some of the cotton disposed of under these programs had been graded 
for loan in the years immediately following the Korean incident. 
They pointed out that the large crops in those years coupled with the 
decrease in demand resulted in greatly increased amounts of cotton 
going into CCC loan. They claimed CCC did not have sufficient 
qualified classers to handle the large number of bales received and the 
result was that classing was not as accurate as it might have been. 
These same merchants said a marked improvement has been noted by 
the trade in that persistent local variations from standards are no 
longer evident. 

Some merchants and others are not surprised at the large discounts 
CCC is sustaining on the cotton it has sold in the past year. (A change 
of one-half gr: ade could mean $10 per bale.) All of it had been in 
storage for 2 or more years. It is an established fact that cotton 
produced in certain areas may begin to discolor after 8 months and 
that even the best of cotton will discolor in 2 to 5 years. Storage ina 
dry or humid climate would not alter this eventuality. Reconcentra- 
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tion from dry to humid areas or vice versa would accentuate and speed 
up the process. 


C. PROFITS OF MERCHANTS ON SALE OF CCC EXPORT COTTON 


Both in the original and in the current survey, discussions were had 
with oflicials of various cotton merchandising firms relative to profits 
on their purchases from CCC. Profits of 6 to 7 cents on some domestic 
sales under the second cotton program were cited; however, with the 
admonition that equivalent cotton still had to be acquired and exported. 
The ultimate profit on any lot was not determinable until all program 
requirements had been fulfilled and the disposal of all cotton acquired 
or to be acquired had been accomplished. Such cotton would most 
likely have to be secured in the open market at higher prices than 
those prevailing at the original sale date. 

The cotton market is a composite of the activities of all buyers and 
sellers in this commodity and its products, also affected in some meas- 
ure by actions of competing fibers. Out of this flow the general prices 
and trends. Yet each firm in its own narrow or broad field of supply 
and demand establishes its own asking or bidding price and in its 
success in adhering to such assures itself to some degree of a profitable 
operation over a period of time. Inaccurate judgments leading to 
overextension of supply, or credit, and other miscalculations and un- 
foreseen influences bring with them pressures which cause greater or 
lesser degrees of distress or lower level price selling, or dumping, thus 
making unattainable in whole or in part the desired objective. 

The trade insists that the difference between amounts secured on 
the sale of one or a few bales of cotton and the price paid for them to 
CCC does not in any way constitute a true measure of a firm’s success- 
ful operations or profits. All firms are striving to get the best market 
price and terms they can obtain at or during the time the give and take 
of bargaining occurs. It was stated that in the earlier days of the 
export program prices had been good but later with the injection of 
considerable competition, foreign prices had dropped as much as 4 
cents per pound. In some cases, sales were made at levels that com- 
petitors felt were under costs. In view of circumstances which sur- 
rounded export sales the enthusiasm about anticipated profits lessened 
among some of the program partic ipants. 

When cotton is purchased from CCC a definite bid price is required 
for the quality of cotton advertised. In ultimately determining the 
quality of such cotton, by reclassing, “the box.” the standards estab- 
lished by the Government, must be rigidly adhered to, so far as this 
is practically possible. A further but important requirement in the 
purchase is that the cotton, or its equivalent, must be exported. Thus 
the acquisition price to the merchant, and his terms, are fixed. 

As to price and terms on the selling side the merchant is not so cir- 
cumscribed. The identical quality and staple of cotton may be sold at 
approximately the same time to different customers at slightly different 
prices, 

Over a period of time and due to such events as the closing of the 
Suez Canal, the east coast dock strike and other major and minor 
occurrences which effect the “up and down” in market price the sales 
price of cotton of the same quality and staple can vary markedly. 
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The question of whether the so-called market price was received by 
any particular merchant for the CCC export cotton which he sold can 
only be answered in broad terms. As far as the staff was able to 
learn each merchant sold the cotton for the best price he could obtain. 
There may have been some isolated instances of distress selling but to 
determine this would require an analysis of each individual lot of cot- 
ton sold by each participant in the program. 

One factor not considered in the sale of cotton by CCC, which may 
result in considerable distress to the merchant in his merch: indising 
is the micronaire reading which shows the thickness and _ tensile 
strength of the cotton fiber. On purchase from CCC, grade and staple 
only are the important basis for price. On sale, micronaire is about 
of equal importance, especially in foreign m: arkets. Merchants must 
at times guarantee it. Such readings are in more general use in for- 
eign markets than in the United States, although even here, in mills’ 
buying, they have become part of the specific ations. The importance 
of this can be evaluated from quotations of a large merchant firm, 
the differential price sheet of which showed for December 3, 1956, 
an even price for micronaire of 3.5 or higher, and discounts ranging 
from 75 points for 3 to 3.4 micronaire to 500 points for micronaire 
reading of 2.5 or lower. One hundred points equal 1 cent a pound or 
$5 per 500-pound bale. 

One merchant informed the staff that his firm had purchased CCC 
cotton in the southeastern area of the United States with the expecta- 
tion that it had been produced there. Upon test and inspection it was 
found to be of low micronaire reading and to have been reconcentrated 
plains cotton. Only a considerable decrease in price would move such 
cotton. 

further item that enters into the measure of profit between the 
purchase price from CCC and the sale price of the merchant is the 
direct and indirect costs of sampling, classing, storing, sorting for 
even running lots both in field and_in owned warehouses, and many 
other general overhead expenses. Costs of carrying cotton approxi- 
mate $1 per bale per month. Cotton of the speci ial program which 
could not be sold by required date of exportation was consigned by 
firms to themselves in foreign consuming areas in the hope that ready 
sales could thus more effectively be made. Some of it was sold but in 
other instances tag ends of varying number of bales of less demand 
cotton are now accumulating storage charges, and dumping may re- 
sult as it may be the only means of disposal. 

In the light of these facts the limited number of merchandising 
firms contacted during the staff’s current survey were about equally 
divided in their sentiment or attitude relative to giving the data neces- 
sary to permit a determination whether the CCC cotton was disposed 
of at a profit. All of those contacted expressed reluctance on the 
ground that even a representative number would not mean much. 
The only reliable test would be available toward the end of the pro- 
gram when disposal of the large bulk of the cotton had been made. 
Some firms suggested that not less than 3 but preferably 6 months 
hence would be a more appropriate time. Other deterrents exist at 
the present time not only as to bookkeeping but in the delays of from 
3 to 6 months in getting samples from warehouses, railroad and port 
congestion, and the shortage of shipping bottoms. 
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All of the above facts and reasons led to the conclusion, that at the 
present time and within the period allotted to the current survey, it 
would be impossible to prepare an accurate and adequate summation 
of the profit or loss incurred by the cotton trade or by any particular 
merchant from activities in the CCC export program. 

In addition to the reasons already cited an exhaustive analysis of 
and selection from the vast volume of records and business documents 
of the New Orleans commodity office by manual means and tracing 
them through to obtain sufficient detailed information necessary to 
present by firms a reasonable number of purchases of large discount 
cotton (and the reasons for such large discounts) with their cor- 
responding sales amounts would have extended the time of the sur- 
vey by several months. This conclusion is influenced by the fact 
that it would not have been practicable to assign a large staff to the 
commodity office since it was apparent to do so would cause unreason- 
able interference with the daily routine of that office. 

It is anticipated that (a) the commodity office will complete the 
project of analysis for and sorting of the higher dise — bales within 
the ensuing 3 months: (4) more sales and export of the cotton pur- 
chased from CCC will be made by merchants within the next 6 months; 
(c) a larger percentage if not all of the claims under the export. pro- 
gram will be finally adjusted within the next 6 months; and (qd) that 
the congestion that exists at present in bookkeeping in various mer- 
chants’ offices and in the other aspects of the operations of the pro- 
gram as a whole will be in some measure dissipated within the periods 
outlined above. A later date would thus probably provide a more 
suitable occasion for obtaining the cooperation of merchants to supply 
a necessary data on a selected and sufficient number of bales handled 
by them. 


V. REASONS FOR DELAY IN ISSUANCE OF CATALOG ON COTTON ACQUTRED BY 
CCC ON DECEMBER 31, 1956 


USDA announced on January 8, 1957, that the first part of the 1955 
loan cotton-crop catalog would be issued on or about Mareh 1, 1957, 
and that it would contain as much of the cotton as could be processed 
and included by that date. All would be offered for export sale as 
soon as possible. Some cotton from all areas, and located in ware- 
houses throughout the Cotton Belt would be included in the initial 
issuance, followed by further catalog releases with the balance of the 
CCC 1955-crop cotton, as soon thereafter as possible. 

Cotton of the 1955 crop taken into inventory of CCC at December 

. 1956, totaled 6,034,011 bales, of which 4,688,818 were under form 
A type loans and 1,345,193 were form G. Loan and collaters] doen- 
ments on form A loans were located in six different offices as follows: 


Custodian: Number of bales 
So a a a Oe ee cae ert ean anes 653, 021 
ny ON Sg nT A nn, Fh ed ena eiadareaieimiemaniak es 1, 352, 384 
ate ae a etn ae 1, 381, 024 
RO SRN te i Fcc a ahah ae i a or i te arate 137, 392 
NI i a a ee 1, 051, 742 
UR ONIN ROS hee sah ee Bates a i te ea 113, 255 
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Detailed custodial, accounting and control records for them are 
established initially in the CCC office at New Orleans, La. 

Form G type loan records were located with servicing agents in 14 
cities from Raleigh, N.C. (59,207 bales) to Bakersfield, ( ‘alif. (69,455 
bales). The lar crest number of bales, 291,567 were of record in Dallas, 
Tex., and the smallest, 2,259 bales in Corpus Christi, Tex. 

The detailed accounting records for form G cotton are maintained 

by the servicing agents and the loan collateral is held by them on 

. branch office basis, with the New Orleans CCC office establishing 
pi a reciprocal control account with each agency. 

Form A type loans are those made under disbursements by lending 
agencies. Form G type loans are made to cotton cooperative asso- 
ciations by commercial banks and Federal Reserve banks acting as 
CCC servicing agents. 

Before cat: rloging of cotton can be undertaken it is necessary to 
transfer from bank custodial offices (form A cotton) and CCC serv- 
icing agents (form G cotton) all loan and related documents for 
both types of loans and to establish initially complete custodial 
accounting and control records on form G loans. Such transfer 
would be delayed in instances where a producer on or before December 
31 signified his intention to redeem his loan. Processing for such 
notice normally takes approximately 15 days. 

The acceptability of documents submitted by agencies to CCC 

must be reviewed for form, checked for completeness and recon- 
ciliations effected wherever necessary, Calculation for compression 
and storage charges accrued must be made for the paying of these 
costs, detailed tag lists for all of like grade and st: iple of all bales 
tored in every separate location must be prepared and forwarded to 
each warehouseman for cancellation of insurance on acquired cotton, 
and for other purposes. 

Freight bills on reconcentrated cotton must be sorted by location, 
origin and inbound route so that upon sale of the cotton it can be in- 
voiced with appropriate outbound billing instructions to the buyer 
and thus enable the Corporation to process claims adjustments for 
in-transit values remaining in any of such original freight bills. 

Once redeemed form A and G cotton has been cleared to CCC’s 
detailed inventory records, the same cataloging process is followed 
for both. All individual bale cards are tabulated, sorted and sum- 
marized for warehouse and city, grade, staple and growth. Catalog 
mats and stencils are prepared from which reproductions of the re- 
quired number are made. The largest catalog in 1956 ran in excess 
of 1,800 pages. A revised copy is issued biweekly after each sale. 

It is expected that the remaining stocks of 1954 and prior seasons’ 
cotton will be integrated in one catalog with 1955 crop cotton avail- 
able after opening of the first bid in March 1957, on the latter. 
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The Director of the New Orleans Commodity Office stated that 
his organization had been subjected to intense activity as a result of 
sales conducted in 1956 under which 7,527,940 bales of cotton had 
been sold. He said that after discussions with the trade he con- 
cluded that issuing the catalog for 1955 crop cotton by about March 
1, 1957, would cause no inconvenience and that it could be done with- 
out additional employees and without incurring great expense for 
overtime work. 

As has been stated, the staff inquired into the details involved in 
the prepar ition of the catalog. Bearing in mind that CCC did not 
acquire title to this cotton until December 31, 1956, and considering 
the fact there are some six million bales located at many different 
points in the United States, it appears that two months is not an 
unreasonable length of time in which to prepare and issue the catalog. 
It may also be noted that in the limited number of contacts which 
the staff had with the larger cotton dealers. spec ific inquiry indicated 
they were not interested in having the catalog prior to March 1957, 
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U.S. DEPARTMENT OF AGRICULTURE 


A REPORT TO THE COMMITTEE ON APPROPRIATIONS, U.S. HOUSE 
OF REPRESENTATIVES, BY SURVEYS AND INVESTIGATIONS STAFF, 
JANUARY 1959 

SUMMARY 


INTRODUCTION 


Inquiry was made into several activities of the U.S. Department of Agriculture 
(USDA) including commingling of commodities, the payment-in-kind export 
programs and cotton classing standards. 


PART 1. EFFECTS OF COMMINGLING UPON THE QUALITY OF CCC 
COMMODITIES AND U.S. AGRICULTURAL PRODUCTS ABROAD 


I. SrorRAGE oF CCC COMMODITIES 
4. UNIFORM GRAIN STORAGE AGREEMENT 


CCC is directed to use customary trade facilities for the warehousing of com- 
modities to the maximum extent practicable. The standard contract covering 
commercial storage is the Uniform Grain Storage Agreement (UGSA). Com- 
mercially stored CCC grain is in almost all instances handled on a commingled 
basis. The USGA provides that warehousemen have the responsibility to main- 
tain and deliver stocks of the quantity and quality deposited. Under the UGSA, 
CCC has adequate authority, to the extent quality factors are known, to prevent 
the blending out of desirable qualities. 


B. UNITED STATES GRAIN STANDARDS ACT 


Section 4 of this act provides that all grain shipped in interstate or foreign 
commerce which is sold by grade must be inspected by an inspector licensed 
under this act and graded in accordance with the official U.S. grain standards. 
The regulations pertaining to this act provide that the inspection certificate must 
show the factor that determines the grade and may contain a statement of all 
quality factors. 

C. U.S. WAREHOUSE ACT 


This act provides for the Federal licensing, on a voluntary basis, of grain 
storage facilities. Roughly 30 percent of commercial grain storage capacity is 
covered by this act. This act prohibits the blending of fungible agricultural 
products of different grades without the consent of the holder of the warehouse 
receipts. Adequate means do not exist to enforce this prohibition. 


II. Loss or QuALITY IN CCC-OwWNED Stocks Due To MIxINnG, BLENDING, AND 
SUBSTITUTION BY WAREHOUSEMEN 


To protect against loss of quality from the trade practice of blending, CCC 
attempts to move grain in a manner which will balance off its low quality and 
high quality stocks. CCC has established elaborate inventory records for this 
purpose. However, conditions exist which result in loss of quality in CCC 
stocks. 


A. INADEQUATE GRADING PRACTICES FOR GRAINS DELIVERED TO COUNTRY WAREHOUSES 


The Department’s regulations allow for settlement on crop loans to be made 
on the basis of grades determined by the country warehousemen and agreed to by 
producers, without necessity for official inspection. The quality thus determined 
becomes the basis of country warehousemen’s liability to CCC for grains ac- 
quired. This procedure allows country warehousemen to realize unearned profits 
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by minimizing quality factors within grade. Under this procedure CCC can re- 
ceive an overall lower quality grain than was originally deposited by producers 
under the crop loan program. 


B. OMISSION OF CERTAIN QUALITY FACTORS ON OFFICIAL INSPECTION CERTIFICATES 


Inspectors are required to show only the grading factor which determines the 
grade but may show additional grading factors. The director of the grain divi- 
sion said that in the past the practice of showing only one grading factor on 
domestic inspection was rather widespread but that there is a growing tendency 
to show more grading factors. The omission of grading factors affords ware- 
housemen the opportunity to blend to the limits of the grade tolerances. The 
listing of all factors would permit an exact determination of quality within grade 
and deter blending detrimental to CCC. However, it is not believed by the De- 
partment to be feasible to require inclusion of all grading factors on inspection 
certificates as inspectors do not normally accurately determine quality factors 
which obviously will not effect the numerical grade. 


Cc. DESK BLENDING BY COMMODITY OFFICES 


Reports prepared by the Internal Audit Division, CSS, indicated that desk 
blending operations have been found to be generally adequate; however, the 
General Accounting Office in an audit of the Minneapolis commodity office found 
some examples of deficiencies in blending operations. CCC’s established premi- 
ums and discounts for use in settling on deliveries having quality variances from 
delivery requirements are not adequate to prevent profit to warechousemen 
through blending of CCC stocks. 


D. SETTLEMENTS WITH PORT ELEVATORS OPERATING UNDER ICC TARIFFS 


A report of this staff dated March 1957, entitled “Inquiry Into Grain Futures 
and Spot Markets and U.S. Grain Standards,” pointed out examples of loss in 
quality of CCC stocks due to blending by elevators operating under ICC tariffs 
rather than the UGSA. A review of the reports prepared by the Compliance and 
Investigation Division (C. & I.), CSS, since the previous staff report indicated 
that generally CCC benefited from blending operations performed at west coast 
elevators. Allegation of shortages, deterioration, and improper handling of 
CCC grains at Baltimore and Philadelphia are currently under investigation and 
consideration by C. & I., Internal Audit Division, AMS, and the Department of 
Justice. 

III. U.S. Grain STANDARDS 


The U.S. Grain Standards Act authorizes the Secretary of Agriculture to investi- 
zate handling, grading, and transportation of grain and to establish standards of 
quality. Opportunity for minimizing quality of stocks through blending, mixing, 
and substitution is occasioned by tolerances existing between grades. Reduction 
of blending opportunity can be accomplished by reduction of tolerances through 
upward revision of grades to more adequately represent grain currently produced 
and by creation of additional grades. 


A. WHEAT 


Effective June 15, 1957, the first major revision in 20 years was made in wheat 
standards. The Department advises that the standards, as revised, more nearly 
reflect the quality of wheat being produced, have resulted in benefits to the 
producers, and have improved the quality of American wheat exports. There 
is divided opinion among trade sources as to whether the revisions have had the 
effect of improving the quality of wheat delivered domestically or abroad. The 
wheat standards do not provide for evaluation of protein content and gluten 
strength, essential bread baking properties. The USDA is currently perfecting 
a practical method of measuring these properties and will give consideration to 
further revision of the wheat standards upon perfection of this method. 


B. FEED GRAINS 


Preliminary plans are now underway for possible revision of corn and oat 
standards to become effective for the 1959 crop and for grain sorghums standards 
to become effective for the 1960 crop. All of the tentative changes will have the 
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effect of tightening these standards. Standards for corn, grain sorghums, and 
oats have been in effect in their present form since January 20, 1937, July 1, 1935, 
and June 1, 1947, respectively. In the revision of grain standards the position 
of various interested groups is predictable. Producers and millers tend to favor 
tighter standards whereas elevator operators oppose such changes. 


IV. MARKETABILITY OF U.S. AGRICULTURAL PRopUCTS ABROAD 


A study of European wheat imports prepared by Kansas State College of 
Agriculture and Applied Science, based upon sampling of cargoes from January 
1955 to May 1956, reported that wheat exports from the United States are 
essentially equal in quality to wheat exported by the major exporting countries, 
Witnesses representing producers and millers who appeared at the hearings 
held in connection with the proposed revisions in wheat standards expressed 
concern over the quality of U.S. wheat exports. Examples of complaints re- 
ceived from foreign countries concerning U.S. grain exports are set out. It was 
stressed by the Department that it is not a party to export contracts and there- 
fore is not in a strong position to take effective action on complaints. Trade 
sources, including major exporters, stated that they attempt to meet the minimum 
of contract grade because of price factors; that their foreign shipments are 
not inferior in any respect to domestic shipments made on numerical grade only; 
and that importers may purchase any quality factors they desire if they are 
willing to pay the market premiums. 


PART 2. PAYMENT-IN-KIND EXPORT SALES PROGRAMS FOR WHEAT 
AND FEED GRAINS 


I. DESCRIPTION OF PROGRAMS 


The payment-in-kind (PIK) programs provide for the export of grains ob- 
tained through commercial channels and the payment by CCC of a subsidy in 
the form of CCC grain. The programs have been in effect since September 4, 
1956, for wheat, May 12, 1958, for corn, and July 1, 1958, for oats, barley, rye, 
and grain sorghums. These programs superseded competitive sales programs 
which provided for sale for export of CCC-owned grain at competitive world 
prices. 

A. WHEAT PIK PROGRAM 


CSS announces wheat subsidy rates daily. Different rates are simultaneously 
announced for separate coasts, classes of wheat and, in some instances, for 
period of export. Exporters must register wheat sales with CSS and receive 
the rate in effect at the time of sale or at the time of registration of sale with 
CSS whichever is lower. Upon submission of proof of export the exporter 
receives a certificate, expressed in dollar amount, which is redeemable in 
CCC-owned wheat. 

B. FEED GRAIN PIK PROGRAM 


ixporters participating in the feed grain PIK program submit bids on a daily 
basis as to type of feed grain, amount to be exported, approximate date of export, 
and the subsidy rate for which the exporter is willing to export. CSS reviews 
all offers received and notifies, on the same day, those exporters whose bids are 
accepted. The exporter may bid for export within 3 separate 60-day periods. 
Upon proof of export the exporter receives a certificate, expressed in dollar 
amount, redeemable in any CCC-owned feed grain. Under the feed grain 
program sales are not registered. The point of export is not significant as the 
subsidy rate accepted applies to all ports. 


II. DETERMINATION OF SuBSIDY GUIDELINES 


Information contained in this section relating to the determination of subsidy 
guidelines is considered confidential by the Department and was furnished on 
that basis. The Department desires that this information not be made public. 
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III. ErFEcTS OF THE PAYMENT-IN-KIND PROGRAMS 
A. INCREASED USE OF GULF PORTS 


Under previous programs CCC attempted to equate the competitive position of 
the various ports in the export of grain. Under the PIK programs the movement 
of grain is left in the hands of commercial trade. This has caused a shift of 
exports from the Atlantic to the gulf ports. 


B. GREATER PERCENTAGE OF EXPORTS BY LARGE FIRMS 


The PIK programs which leave responsibility for movement of grain to the 
exporters work to the advantage of large firms which possess domestic facilities 
for obtaining, storing, and moving grain and can thus more economically place 
grain in export position. 


C. AGGRAVATED CCC INVENTORY CONTROL PROBLEMS 


Curtailed use of CCC grain for export under the PIK programs reduces turn- 
over and thus reduces CCC’s opportunity to constantly refresh its stocks and 
make foreign disposal of grain having questionable storability. It also reduces 
CCC’s opportunity to move stocks to relieve congestion in inland storage areas. 


PART 3. COTTON CLASSING 
COTTON EXPORT SALES PROGRAMS 
I. COTTON CLASSING STANDARDS 
A. COTTON CLASSING STANDARDS IN RELATION TO IMPROVED TEXTILE MACHINERY 


Various segments of the cotton industry believe there have been no improve- 
ments in textile machinery which necessitate changes in the cotton classifica- 
tion standards. Improvements have been made which increase the speed of 
operation and require cotton of better spinning quality. 


B. EFFECTS OF CERTAIN GINNING PROCESSES “N SPINNING QUALITY OF COTTON 


The mills are concerned with the effect of the present ginning methods which 
they claim raise the grade of cotton but cause considerable damage to the 
spinning quality which is not reflected in the standards. A study by AMS in 
1957 indicated that the use of additional cleaning and drying equipment sub- 
stantially improves the grade of cotton but causes other quality changes which 
significantly increase the cost of processing at the mill. 


C. COTTON CLASSING STANDARDS IN RELATION TO PAYMENTS TO PRODUCERS 


The Department since 1947 has used split grades in classing cotton for 
farmers. For the crop year 1957, 31.4 percent of total ginnings were classified 
as spotted, of which 70 percent were light spotted. There has been no separate 
loan rate for light spotted cotton and such cotton going into loan carried the 
Same discounts as spotted cotton. The Agricultural Act of 1958 provides for 
separate loan rates for split grades beginning with the 1959 crop. The various 
segments of the cotton industry agreed that the present classification standards 
do not reflect true value of cotton with respect to its spinning quality. It was 
felt that the Micronaire test for fiber fineness and maturity was the only prac- 
tical measurement which could be included in the cotton standards. 


II. COMPARISON OF CCC’s AND Exporters’ CLASSIFICATION AND SALES PRICE 
OF COTTON 


A. RECLASSIFICATION OF CCC COTTON AFTER SALE TO EXPORTERS 


Approximately 83 percent of all cotton sold under export sales programs 
NO-C-7 and 8 was reclassed downward resulting in refunds of approximately 
$113 million to exporters. The Department has stated that probably the most 
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important factor contributing to lower grades assigned bales upon reclassifica- 
tion is the deterioration of color and quality factors while in storage. A 
tabulation prepared by this staff of 8,075 bales selected at random showed that 
63 percent were reclassed downward in staple length, 29 percent were un- 
changed, and 8 percent were reclassed upward. Seventy-nine percent of these 
bales were reclassed downward from white to spotted and the balance of 21 
percent was unchanged. Mill representatives stated that some of the cotton 
which was reclassified as spotted cotton because it had “creamed up” in stor- 
age did not suffer any loss in spinning quality and, therefore, this cotton at 
the spotted price was profitable to the mills. 


B. COMPARISON OF CCC’S AND EXPORTERS’ CLASSIFICATION OF COTTON 


A tabulation of 11,027 bales under export sales program NO-C-7 disclosed 
1.5 percent was raised in classification and 91.2 percent was lowered in clas- 
sification. A tabulation of 53,955 bales under NO-C-8 disclosed 9.2 percent 
was raised in classification and 78.5 percent was lowered in classification. 

Only two exporters contacted were able to furnish classification at time of 
export. This staff’s review of 385 bales sold by one exporter disclosed that 
379 were sold to foreign importers at a class higher than the reclass at time 
of final sale by CCC, and 289 of them were sold at a class higher than the 
original loan class. Of the 273 bales sold by another exporter, 255 were sold 
to foreign importers at a class higher than the reclass and 115 of them were 
sold at a class higher than the original loan class. 


C. COMPARISON OF CCC’S AND EXPORTERS’ SALES PRICE OF COTTON 


This staff prepared a tabulation of 42,634 bales showing the sales price by 
CCC and the exporters’ sales price to the foreign importers. This tabulation 
disclosed the exporters’ profit or loss before overhead ranged from a loss of 
$6.18 per bale to a profit of $39.07 per bale. Estimates of overhead ranged from 
$2 to $4.25 per bale. In almost all instances, the average refund per bale by 
CCC upon reclassification exceeded the exporter’s average profit per bale before 
overhead. 

III. Corron Export SAEs PROGRAMS 


A, PAYMENT IN KIND AND COMPETITIVE BID EXPORT SALES PROGRAMS 


On April 23, 1958, the Department announced that a cotton export sales 
program similar to the previous competitive bid sales programs initiated in 
1956 would be in effect for the 1958-59 marketing year. It also announced 
that the competitive bid sales program would be supplemented by a PIK 
program to encourage exports from commercial stocks. The justification for 
the PIK program was that the CCC inventory of cotton was less than 1.4 million 
bales and it would be necessary to draw from commercial stocks to maintain a 
fair historical share of the world market. The Department states it sees little 
to be gained by carrying out more than one type of program; however, it 
ean foresee circumstances under the Agricultural Act of 1958 which would make 
it highly desirable to have the competitive bid program or to have that program 
in conjunction with other programs. Total bales sold under the cotton export 
program for the 1958-59 marketing year, through November 10, 1958, was 
approximately 1.6 million bales, and in addition approximately 0.2 million bales 
were registered by exporters under the PIK program. By comparison, the 
total bales sold under the competitive export sales program for the same period 
of the 1957-58 marketing year was 3.7 million bales. Exporters agreed with the 
Department’s justification for the PIK program but stated there was limited par- 
ticipation in either program because the CCC catalog listing the 1957 crop had not 
been issued, the 6144 cents PIK subsidy rate was not sufficient and foreign mills 
were holding minimum inventories in anticipation of U.S. price reductions. 


B. CCC PRACTICES AFFECTING COST OF EXPORT OF CCC COTTON 


1. Transfer of responsibility for securing in-transit refunds on railroad freight 
bills 
CCC reconcentrates cotton from storage in production areas to other locations 
in order to make room for new crop cotton. Under export sales NO-C-8 and 
most of NO-C-9, CCC issued routing instructions to the purchaser of the cotton 
and required the purchaser to furnish outbound bills of lading in order that 
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CCC could recover rebates from the railrvuads urder in-transit privileges. 
CCC announced on April 25, 1958, that when CCC holds a freight bill identical 
with reconcentrated cotton, the freight bill will be added to the sales invoice of 
the cotton and passed to the purchaser. The purchaser may then recover the 
amount of the freight bill by separate claims to the railroad and CCC. The 
shippers object to this transfer of responsibility for securing rebates claiming 
it will increase their cost of handling cotton. A compromise arrangement 
for handling freight bills has been tentatively reached between officials of the 
American Cotton Shippers Association and the New Orleans Commodity Office, 
CSS. This compromise is currently under review. 


2. Orientation of CCC minimum sales prices to domestic mill area 

An exporter claimed that since CCC’s minimum export sales price increases 
as cotton is reconcentrated toward the domestic mill area (Greenville, 8.C.). 
CCC tends to reconcentrate toward the domestic mill area rather than port 
location. This increases the exporter’s cost to export CCC cotton as he must, 
in effect, pay a substantial portion of freight from the production area to the 
reconcentration point, toward the mill area, and then the freight to port. This 
results in higher freight costs than if the cotton had moved directly to a port 
location. Officials of CSS state that the minimum export sales price is not a 
factor considered in the reconcentration of cotton. 


8. Addition of carrying charges to minimum sales price 

Section 203 of the Agricultural Act of 1956 provided that CCC is required to 
offer cotton for sale for export at competitive world prices. It also provided 
that for the 1956-57 cotton marketing year (program NO-C-8) the price would 
not be in excess of the price under the million bale program (NO-—C-—7) or 25.00 
cents per pound, basis Middling fifteen-sixteenths inch, plus carrying charges 
commencing October 1, 1956. The minimum sales price under NO-C-S§ started 
at 25.00 cents per pound in April 1956, and increased to 25.85 cents per pound 
in March 1957. Program NO-—-C-9 started at 25.85 cents per pound in March 
1957 and increased to 28.59 basis Middling 1 inch, in July 1958. Program 
NO-C-11 began at 28.30 cents per pound in May 1958 and has remained at that 
level without the addition of carrying charges. It was claimed that the accumu- 
lation and carryover of carrying charges from 1 marketing year to the next is 
contrary to trade practice and the intent of Congress. Officials of CSS state 
that the 25.00 cents per pound price applied only to the 1956-57 marketing year 
and subsequent to that time it was only necessary that the price not exceed 
competitive world prices. They state that the volume of sales under the pro- 
grams has shown that the prices are competitive. 


4. Payment of compression charges by the exporter 


Compression charges paid by CCC are invoiced to the purchaser of the cotton. 
It is claimed that the invoicing of compression charges can result in the pay- 
ment by the purchaser of double compression charges on CCC cotton which is 
compressed to standard density, reconcentrated, and then compressed to high 
density. Officials of CCC state that compression charges are, by trade practice, 
an accepted portion of the purchaser’s handling charges. 


Introduction 


By directive dated May 29, 1958, the Committee on Appropriations 
instructed that an inquiry be made into several activities of the U.S. 
Department of Agriculture. This report sets forth the results of 
Inquiries made into: 

1. The extent to which commingling, substitution, and exchange 
of commodities has resulted in a reduction in quality of Com- 
modity Credit Corporation (CCC) owned commodities and the 
effect of these practices upon the marketability of American agri- 
cultural products abroad ; 

2. The payment-in-kind export programs and the need to con- 
tinue competitive sales programs regardless of other sales pro- 
grams adopted ; 

3. Regulations, policies, and practices relating to cotton classing 
and reclassing, with particular reference to whether cotton class- 


ing standards have kept pace with the changing value of cotton 
to the processor and result in proper pay ments to producers; also, 
the reclassing of cotton at the time of sale by CCC. 

In the course of this survey members of this staff interviewed vari- 
ous Officials of the U.S. Department of Agriculture (USDA), Wash- 
ington, D.C., and visited Commodity Stabilization Service (CSS) 
offices at Evanston, Ill.; Minneapolis, Minn.; Kansas City, Mo.; and 
New Orleans, La. Pertinent laws and regul: ations relating to the 
subject matter of this inquiry were reviewed as well as publications, 
memorandums, and other data compiled by the USDA. 

The staff also secured the comments of individuals and organizations 
representing the various segments of the grain and cotton industries 
including producers, traders, and users of these products. The scope 
of this inquiry has been limited to those commodities for which there 
are export subsidy programs: wheat, feed grains, and cotton. 


art 1. Effects of Commingling Upon the Quality of CCC Com- 


modities and U.S. Agricultural Products Abroad 


I. Srorace or CCC CommopirTiEs 


There are set forth in this section certain portions uf the Uniform 
Grain Storage Agreement, U.S. Grain Standards Act, and U.S. Ware- 
house Act, whic h affect the storage of CCC commodities and are con- 
sidered of significance to this inquiry. 


A, UNIFORM GRAIN STORAGE AGREEMENT 


The CCC is directed by its charter to utilize to the maximum extent 
practicable, “the usual and customary channels, facilities, and ar- 
rangements of trade and commerce in the warehousing of commod- 
ities.” The standard contract utilized by CCC in the warehousing of 
its grain is the Uniform Grain Storage Agreement (UGSA). This 
agreement covers storage in such structures as country, subterminal, 
and terminal elevators. The agreement, which applies to wheat, corn, 
barley, oats, rye, grain sorghums, flaxseed, and soybeans, specifies 
for each of the grains a flat storage rate per day as well as rates for 
such services as receiving and loading out. Approximately 10,000 
approved grain warehouse facilities, with a total capacity of about 
3 billion bushels, are currently operating under the agreement. 

The UGSA provides that grain received by the warehouseman will 
be stored on a commingled basis unless it is mutu: lly agreed by the 
warehouseman and CCC that the grain shall be stored on an identity 
preserved basis. It is estimated that less than 1 percent of grain cov- 
ered by the UGSA is stored on an identity preserved basis. It also 
provides that in the case of grain stored commingled the warehouse- 
man has the responsibility to maintain stocks “of the quantity, class, 
and grade, a fairly representative of the quality which he is 
obligated to deliver under the warehouse receipts.’ 

The agreement further provides that: 

* * * The warehouseman shall, if requested, make available to Commodity 
all available official weight and inspection certificates and protein certificates 
issued by an official protein laboratory or one approved by Commodity and, if 
requested, shall execute in such form as Commodity may prescribe a supplemental 
certificate to accompany the warehouse receipts, setting out all grading factors 
shown on the official inspection certificates and on the protein certificates * * *. 
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The warehouseman’s load-out requirements are stated as follows: 


(b) Upon the surrender of warehouse receipts representing grain subject to 
the terms of this agreement which is stored commingled at a location where 
official grades and quality determinations are available, the warehouseman shall 
load out grain of the same class and quantity as that described on the warehouse 
receipts and accompanying documents, and: 

(i) If Commodity surrenders warehouse receipts representing grain of dif- 
ferent numerical grades on a loading order calling for the load out of grain 
of a uniform grade and quality, the warehouseman shall, if he is able to do so, 
load out grain of such uniform grade and quality. Commodity shall have the 
right to reject any car of grain delivered pursuant to such a loading order which 
falls below the numerical grade called for on the loading order and if the 
weighted average grade and quality of the total delivery on the loading order 
falls below the uniform grade and quality called for, Commodity shall have the 
right to reject any car of grain falling below such uniform quality, even though 
within the numerical grade, if such car of grain is not fairly representative of 
the quality called for on the loading order. If the weighted average grade and 
quality of the total delivery on the loading order is equal to such uniform grade 
and quality, all cars of such grain not falling below the numerical grade called 
for shall be accepted without settlement for quality differences and settlement, 
as provided in section 13, shall be made for the difference between the value of 
any car of grain accepted by Commodity which falls below the numerical grade 
and the value of grain of such uniform grade and quality. If the weighted 
average grade and quality of the total delivery on the loading order is not equal 
to such uniform grade and quality, settlement, as provided in section 13, shall be 
made for the difference between the value of any car of grain accepted by Com- 
modity which falls below such uniform grade and quality and the value of grain 
of such uniform grade and quality. If the warehouseman is unable to load out 
grain of such uniform grade and quality against the warehouse receipts sur- 
rendered, he shall so notify Commodity before loading out the grain so that an 
appropriate understanding may be reached with respect to loading out. 

(ii) If the warehouseman notifies Commodity that he cannot load out the 
uniform grade and quality called for by the loading order and an understanding 
is not reached with respect to loading out a uniform grade and quality, or if 
the loading order does not call for a uniform grade and quality, the warehouse- 
man shall load ont grain equal to the numerical grade and to the weighted aver- 
age quality described on the warehouse receipts and accompanying documents 
for each numerical grade. Commodity shall have the right to reject any car 
of grain delivered which falls below the applicable numerical grade and if the 
weighted average quality of the total delivery on the loading order applicable 
to the numerical grade falls below the weighted average quality described on 
the warehouse receipts for the numerical grade, Commodity shall have the right 
to reject any car Of such grain falling below such weighted average quality, even 
though within the numerical grade, if such car of grain is not fairly representa- 
tive of such weighted average quality. If the weighted average quality of the 
total delivery on the loading order applicable to the numerical grade is equal 
to such weighted average quality, all cars of such grain not falling below the 
numerical grade shall be accepted without settlement for quality differences and 
settlement, as provided in section 13, made for the differences between the value 
of any car of such grain accepted by Commodity which falls below the numer- 
ical grade and the value of grain of such weighted average quality. If the 
weighted average quality of the total delivery on the loading order applicable to 
the numerical grade is not equal to such weighted average quality, settlement, 
as provided in section 13, shall be made for the difference between the value of 
any car of such grain aecepted by Commodity which falls below such weighted 
average quality and the value of grain of such weighted average quality. 

For the purposes of (i) and (ii) above, to the extent that grading factors 
are not shown on the inspection certificate, delivery of the numerical grade 
thereon specified (as provided in the official U.S. Grain Standards) shall satisfy 
the warehouseman’s obligation (except as to protein content of wheat), it being 
specifically understood and agreed, however, that this provision shall not be 
construed as permitting the warehouseman to deliberately take advantage of 
the tolerances allowed under the United States Grain Standards Act or to de- 
part from ethical warehousing practices. 

(ce) Upon the surrender of warehouse receipts representing grain subject 
to the terms of this agreement which is stored commingled at a location where 
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official grades and quality determinations are not available, the warehouseman 
shall load out or deliver grain of the same class and quantity and of a grade 
and quality fairly representative of the grain described on the warsehouse re 
ceipts and accompanying documents. 

It can be seen from the above-quoted portions of the UGSA that 
CCC has the contractual right to receive in addition to quantity, 
class and grade, grain which is fairly representative of the quality 
of grain deposited. Quality is defined by the UGSA as “test weight, 
foreign material content, percentage of damage, moisture content, pro- 
tein content in the case of wheat, and any other grading factors shown 
on the official inspection certificates.” CCC has the further right to 
require the setting out of all grading factors on the inspection certifi- 
cates. CCC, under the UGSA, has adequate authority and means, to 
the extent that grading factors are known, to follow the quality 
factors within grade and prevent the blending out, by warehouse- 
men, of the desirable qualities of grain within the grade tolerances. 
Further, the UGSA specifically states that warehousemen may not 
deliberately take advantage of the tolerances allowed under the 
United States Grain Standards Act or depart from ethical ware- 
housing practices. 


B. UNITED STATES GRAIN STANDARDS ACT 





Section 2 of the United States Grain Standards Act authorizes 
the Secretary of Agriculture to investigate the handling, grading, 
and transportation of grain and to establish official grain standards of 
the United States. Section 4 of this act provides all grain shipped or 
offered for shipment in interstate or foreign commerce which is sold 
by grade must be inspected by an inspector licensed under this act 
and shall be graded in accordance with the official grain standards 
of the United States. 

Section 26.29 of the USDA regulations pertaining to this act pro- 
vides that inspection certificates issued under the act shall contain, 
among other things, the following information: 


(j) A statement of the approximate quantity of grain covered by the cer- 
tificate * * * ; 

(k) The kind of grain covered by the certificate; 

(1) The grade of the grain, as determined by such licensed inspector, accord- 
ing to the official grain standards of the United States; 

(m) A statement of the factor or factors that determine the grade, except 
in the case of grade No. 1. Certificates for grain of any grade may contain 
a statement of any or all factor determinations. The requirements of this para- 
graph shall not be mandatory on certificates issued for export shipments; 

(n) A statement of the test weight per bushel whether or not such factor 
determines the grade. * * * The requirements of this paragraph, except for 
test weight of western barley, shall not be mandatory on certificates issued for 
export shipments ; 

(o) A statement of the moisture content in terms of whole percent and tenths 
of a percent for any grain graded “Tough”; and may contain a statement of 
the moisture content in terms of whole percent and tenths of a percent for any 
grain of any grade. The requirements of this paragraph shall not be mandatory 
on certificates issued for export shipments. [Italic supplied.] 


It is noted that in item (m) above the grade-determining factor 
must be shown on an inspection certificate for domestic use and that 
all grading factors may be shown. Omission of certain grading fac- 
tors on inspection certificates is discussed in a later section of this 
report. 
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C. UNITED STATES WAREHOUSE ACT 


The United States Warehouse Act, administered by the Warehouse 
Act Branch of the Agricultural Marketing Service (AMS), provides 
for the Federal licensing, on a voluntary basis, of commercial storage 
facilities. Facilities for approximately 900 million bushels of grain 
and 13 million bales of cotton are federally licensed. This represents 
roughly 30 percent of commercial grain storage capacity and 60 per- 
cent of commercial cotton storage capacity. 

Section 16 of the United States Warehouse Act states as follows, 
with respect to mixing of grain: 

That every warehousman conducting a warehouse licensed under this Act 
shall keep the agricultural products therein of one depositor so far separate 
from agricultural products of other depositors, and from other agricultural 
products of the same depositor for which a separate receipt has been issued, as 
to permit at all times the identification and redelivery of the agricultural prod- 
ucts deposited; but if authorized by agreement or by custom, a warehouseman 
may mingle fungible agricultural products with other agricultural products of 
the same kind and grade, and shall be severally liable to each depositor for the 
care and redelivery of his share of such mass, to the same extent and under the 
same circumstances as if the agricultural products had been kept separate, but 
he shall at no time while they are in his custody mix fungible agricultural 
products of different grades. 

USDA Regulation 102.50 states, with respect to mixing different 
grades of grain: 

A warehouseman may not mix lots of different grades of grain stored or re- 
ceived for storage except when the identity of the grain to be stored is to be 
preserved or when a depositor surrenders receipts covering two or more lots and 
requests the warehouseman to deliver the amount of grain represented by the 
canceled receipts in such a manner that they will become one lot. The balance, 
if any, of grain resulting from this operation, after weighing and inspecting, is 
to be stored with grain of like grade or its identity preserved. 

Section 25 of the act provides that the Secretary of Agriculture, or 
his designated representative, may, after opportunity for hearing has 
been afforded to the licensee, suspend or revoke any license for any 
violation of or failure to comply with any provision of the act or the 
rules and regulations made thereunder. 

In a report of this staff dated March 1957, entitled “Inquiry Into 
Grain Futures and Spot Markets and U.S. Grain Standards,” there 
was discussed the problem of enforcing the prohibition against the 
mixing of grains in federally licensed warehouses. 

Mr. Car] J. Miller, Chief, U.S. Warehouse Branch, advised at that 
time that mixing was a common practice in the handling and mer- 
chandising of grain. He stated, however, that the extent of unlawful 
mixing would be difficult, if not impossible, to determine or to prove. 
He advised that while it would be impossible to keep examiners at an 
elevator at all times to detect acts of illegal mixing, examinations 
which are performed reflect a warehouseman’s ability to meet his 
storage obligations. Results of mixing which would prevent the 
warehouseman from delivering grain to satisfy his storage obligations 
can be determined by inspection. During the current investigation 
Mr. Miller stated that his position in this matter remains unchanged. 
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II. Loss or Quarry 1x CCC-Ownep Srocxs Dur ro Mrxine, 
BLENDING, AND SUBSTITUTION BY WAREHOUSEMEN 


Approximately 69 percent of CCC-owned grain is stored in com- 
mercial facilities under the UGSA. The balance is stored in CCC- 
owned facilities, farm storage, and other commercial facilities not 
covered by the UGSA. The disposition of CCC-owned stocks as of 
June 30, 1958, is shown in the following table: 


Disposition of COC grain 


{Thousands of bushels] 


| ’ . 
Subterminal 


Terminal | elevators, 














| In transit Bin sites | elevators country | Maritime Total 
elevators, | fleet 
| und other | 
i | | 
cette cipal | Iceni 
| | 
Wheat 10, 131 | 38, 545 287, 254 452, 623 | 39, 725 828, 278 
Corn. 17, 286 578, 243 | 70, 159 355, 744 | 1,021, 432 
Oats | 2,178 | 4,101 | 4, 216 16, 165 |_--- 26, 660 
Barley 4,149 9, 899 | 19, 723 51, 709 |- | 85, 480 
Rye_- eC ade 204 388 | 2, 622 eR os a 5, 839 
Grain sorghums.----.........- 11, 026 3, 747 | 65, 990 | BG, ORE Peete se 307, 345 
i a | 1, 899 5 | See 3, 195 
Soybeans_ . Ries | 341 26, 074 er Ns ie) 26, 418 
Total aia epee 44, 977 634, 923 z= 452, 204 ay 132, 818 39, 72 2, 304, 647 
PNG on on tics pe tcee 2 27 20 | 49 2 100 





In order to protect itself against losses in quality resulting from the 
trade practice of mixing and blending grains, it is the policy of the 
Department to provide for the judicious ‘desk blending of CCC grains 
moving through normal trade channels. Elaborate inventory control 
records are maintained in the CSS commodity offices for this purpose. 

In accomplishing desk blending office personnel are instructed to 
move CCC grain from w arehouses on the basis of an: alysis and selection 
of warehouse rec eipts which will balance off lower qui ality with higher 
quality grain to promote the greatest financial gain. Authority for 
CCC to thus benefit from the blending of its grains is contained in the 
previously quoted part (b) (i) of the UGS. \. This section requires 
that when CCC surrenders warehouse receipts representing grain of 
different numerical grades on a loading order, calling for the Toad out 
of grain of a uniform grade and quality, the warehouseman shall, if he 
is able to do so, load out grain of such uniform grade and quality. 
Should a warehouseman fail to deliver the quality called for he is 
held liable for the under delivery to the extent that the difference in 
quality is a price factor in the market. 

As previously indicated CCC estimates that only about 1 percent of 
its grain stocks in commercial facilities are stored on an identity 
preserved basis. Department officials and trade sources informed the 
staff that several reasons exist for the limited use of identity 
preserved storage. Warehousemen have a more limited liability for 
maintaining quality of grain stored in this manner. Insufficient com- 
mercial storage space is available to handle large quantities of CCC 
stocks on an “identity preserved basis. Storage rates provide for 
higher payments if storage is on an identity preserved basis in order 
to compensate w: arehousemen for reduced flexibility in handling stocks. 
Finally storage on a commingled basis is an accepted trade practice. 
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Generally storage of CCC stocks on an identity preserved basis is 
limited to storage (a) of grain in such poor condition that ware- 
housemen refuse to store on a commingled basis and thus assume the 
additional responsibilities for m: \intaining quality and risk contami- 
nation of other stocks, (0) of grain of distine tly superior quality, and 
(c) in certain warehouses such as those in Buffalo, N.Y., which 
are interested primarily in turnover and require use of identity pre- 
served storage with its attendant higher rates in order to discourage 
long-terms storage. 

The staff noted that circumstances exist which permit loss of quality 
in CCC stocks due to blending, mixing, and substitution by ware- 
housemen of grain stored on a commingled basis. 


A. INADEQUATE GRADING PRACTICES FOR GRAINS DELIVERED TO 
COUNTRY WAREHOUSES 


The USDA’s rules and regulations allow for settlement on crop 
loans to be made on the basis of grades determined by the country 
warehouseman and agreed to by the producer. Due to the number 
and dispersal of country warehouses official inspections usually can- 
not be obtained upon delivery of grain by the producer, The high 
volume of deliveries during harvest coupled with country w arehouse- 
men’s lack of grading fac ilities and less competent knowledge of grad- 
ing procedures an result in inaceur acy and omission of quality fac- 
tors in country warehouse receipts. 

The quality of the grain as determined for crop loan settlement 
becomes the basis of the countr y warehouseman’s liability to CCC for 
quality of grains acquired by CCC under the crop loan program. 
This proc edure has allowed country warehousemen to realize profits 
by minimizing quality and therefore their liability to CCC and/or by 
delivery of grains varying in quality from that on which crop loans 
were settled. 

The U.S. General Accounting Office (GAO) in a report of audit 
of the Minneapolis Commodity “Office for the fiscal year ended June 
30, 1957, reported that under the provisions of the UGSA ware- 
housemen accumulate unearned premiums on deliveries of grain of 
a quality higher than that called for by the warehouse receipts. 

It was reported that the ¢ Yommodity Office believed that the sub- 
stantial accumulation of premiums had been accelerated by (1) the 
minimizing by the warehousemen of the quality, within gr: ide, of the 
grain put ‘under loan by producers and (2) the variance . between the 
basis used in determining loan values and the price basis used for 
warehouse settlements. 

An example illustrating the effects of these factors was reported 
as follows: 

The following example illustrates how the above factors contribute to the 
accumulation of premiums by warehousemen. A producer may deliver to a 
warehouse as collateral for a CCC loan 1,000 bushels of Dark Northern Spring 
wheat grading No. 3 with test weight of 56.9 pounds and protein content of 14.9 
percent. Since the loan rate structure does not recognize the range of test 
weights within numerical grades, in this example the test weight of the weight 
delivered could be shown on the warehouse receipt anywhere from 55.0 pounds 
to 56.9 pounds without affecting its loan value to the producer. Similarly protein 
could be recorded from 14.5 to 14.9 percent. Consequently, the warehouseman 
could issue a warehouse receipt for No. 3 wheat with 55.0 test weight and 14.5 
protein. Assuming that CCC acquired the loan collateral and the warehouseman 
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was ordered to deliver, he would have wheat with test weight of 56.9 pounds 
and protein content of 14.9 percent to deliver against a warehouse receipt show- 
ing wheat with test weight of 55.0 pounds and protein content of 14.5 percent. 
Thus, the warehouseman would earn a premium of 4 cents a bushel, or $40 
on the 1,000 bushels delivered (based on the September 11, 1957, prices for CCC 
loading orders quoted by the Minneapolis Grain Exchange). It is conceivable 
that additional premiums could be earned by the warehouseman by following 
normal blending practices. By blending the wheat in the above example with 
a like amount of wheat grading No. 2 with test weight of 57.1 pounds and 15.1 
percent protein, the grade of the 1,000 bushels of wheat could be increased to 
average 57.0 test weight and 15.0 protein. The warehouseman then would 
have 1,000 bushels of wheat with a value of 6 cents a bushel greater than his 
liability as shown on the warehouse receipt and would earn additional premiums 
of $20 on the transaction, based on September 11, 1957, settlement prices. 

It was pointed out that even if the producer was aware of the down- 
grading, he would not be likely to protest the grading because if 
would not affect the loan value and in fact he would incur additional 
expenses and delays in loan settlement were he to request official 
grading. 

Under the terms of the UGSA, premiums earned by the warehouse- 
man may be applied against quality discounts for a period of 3 calen- 
dar years after the year in which they are earned. To the extent to 
which the premiums are unearned by the warehouseman, by virtue of 
minimizing of gre ading factors, CCC would receive an overall lower 
quality grain than was deposited by the producer. ‘This would occur 
because the w ninocmanan would deliver lower quality grain than 
called for on warehouse receipts held by CCC and take the quality 
discounts to work off the premiums accrued. 

It was reported that the Commodity Office had acquired a copy 
of a bulletin issued by the Victoria Elevator Co., Minneapolis, Minn., 
to the managers of its warehouses instructing them to record on loan 
documents the minimum test weight and protein content and the 
maximum moisture content that are permitted by CCC for determining 
quality for loan purposes. The bulletin pointed out that this pr actice 
would not change the loan value to the producer and that settlement 
with CCC would be easier at the time of delivery of the grain from 
storage. 

The Compliance and Investigation Division (C and I), CSS, at 
the request of the Minneapolis Commodity Office made an investi- 
gation into the operations of Victoria and verified the facts recited 
in the GAO report. The company rescinded its bulletin after it was 
in effect for a week and the Department of Justice declined to take 
legal action against the company. 

The Internal Audit Division, CSS, on July 25, 1958, reported an 
apparent substitution of over 600,000 bushels of an inferior strain 
of wheat (Spinkcota) for that acquired by the Minneapolis Com- 
modity Office under the crop-loan program. The Internal Audit 
Division reported : 

CCC wheat inventory had been downgraded with apparent loss to CCC. 
CCC acquired less than 10,000 bushels of Spinkcota wheat on forfeited loans 
under 1956 and 1957 price-support programs in two South Dakota counties. 
Yet in the first 4 months of 1958, warehousemen in these counties shipped to 
CCC over 235,000 bushels of Spinkcota wheat on loading orders without discount 
on settlement. In addition, CCC had over 384,000 bushels of Spinkcota in a 
country location. As a result, warehousemen or producers, or both, obtained 


unearned benefits at the expense of CCC. There were no controls or procedures 
in effect to prevent the situation from continuing. 
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The above report indicated this situation arose either through (a) 
the acquisition of price-support grain which was not properly identi- 
fied, or (b) cash purchases by warehousemen which were substituted 
for better quality CCC grain. The apparent loss to CCC on this 
transaction amounts to between $18,000 and $61,000, based on market 
discounts, or $122,000 based on crop-loan discounts. The staff was 
informed by Mr. D. J. Harrill, Director, Internal Audit Division, 
CSS, that subsequent to the above report, additional lots of Spink- 
cota wheat, approximating 125,000 bushels, were reported to be held 
by warehousemen for the account of the Minneapolis Commodity 
Office. C. and I. is currently investigating the entire situation. 

Thirty other undesirable varieties of wheat, of which Early Black- 
hull, Red Chief, Chiefkan, and Blue Jacket are the more prominent 
ones, are also grown in the United States and subject to severe crop- 
loan and market discounts. Use of any or all of these varieties of 
wheat for blending, mixing, or substitution can result in loss in quality 
of CCC stocks. 

The full extent of losses to CCC through minimization of quality 
on country warehouse receipts and substitution of grains by country 
warehousemen is not determinable. However, CCC had an outstand- 
ing net liability of about $1214 million, as of June 30, 1958, repre- 
senting premiums accumulated by country warehousemen through 
deliveries of higher quality grain than that called for by CCC ware- 
house receipts. It would appear that to some extent this accumulated 
liability is the result of minimizing the quality of CCC grain at the 
time of delivery to the country warehouse by the producer. In order 
to realize the benefits of premium accumulation it will be necessary 
for country warehousemen to deliver inferior grain on future CCC 
load-out orders. 


B. OMISSION OF CERTAIN QUALITY FACTORS ON OFFICIAL INSPECTION 
CERTIFICATES 


The report of this staff dated March 1957, entitled “Inquiry Into 
Grain Futures and Spot Markets and U.S. Grain Standards,” noted 
that at times quality factors are omitted from official inspection cer- 
tificates and from warehouse receipts. Such inspection certificates 
and warehouse receipts may show only the lowest grading factor 
which determines the grade. When other factors are not shown, it 
affords warehousemen the opportunity to mix or blend to the limit 
of the tolerances of the particular grade. 

Mr. B. W. Whitlock, Director, Grain Division, AMS, confirmed the 
fact that inspectors are required to show only the one grading factor 
which reflects the lowest grade when grain is inspected for domestic 
use. Inspectors may, at their option, show more than one grading 
factor. Mr. Whitlock said that in the past the practice of showing 
only one grading factor on domestic inspections was rather widespread, 
but there is a growing tendency at the present time to show more grad- 
ing factors. During the current survey, the staff noted that the prac- 
tice of omitting certain grading factors continues to exist. 

The listing of all grade factors would permit an exact determina- 
tion of the quality of a particular lot of grain within the grade toler- 
ances and deter mixing or blending detrimental to CCC. However, 
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Mr. Whitlock advised he did not believe it feasible to require inclusion 
of all grading factors on official inspection certificates. He stated 
such a requirement would be both burdensome and time consuming 
since inspectors do not normally accurately determine quality factors 
which will patently not effect the numerical grade determination. 
He cited as an example that an inspector w ould not determine accu- 
rately the percent of dark hard and vitreous kernels in wheat graded 
Hard Winter so long as in the opinion of the inspector, upon scanning 
a sample, the percentage substantially exceeded 40 but was less than 75. 

Mr. Whitlock advised that any party to a grain transaction involv- 
ing a federally supervised inspection could request and obtain a listing 
of all grading factors on the inspection certificate. Although ware- 
housemen are instructed in handbooks, distributed by commodity 
offices, to record all factors on warehouse receipts this procedure is not 
required under UGSA and thus is not completely effective. This mat- 
ter was discussed by the staff with Mr. Marcus J. Daly, Procurement 
and Sales Staff, Grain Division, CSS, who advised that it was a trade 
practice to require only a showing of factors which determine the 
grade on warehouse receipts and official inspection certificates. He 
stated in this and other matters CCC endeavors to follow normal trade 
practices. 

Mr. Whitlock informed members of this staff that in order to facili- 
tate international trade, grading factors were not required on inspec- 
tion certificates for export use; i.e., in order that all contract docu- 
ments, such as sales contract, letter of credit and inspection certificate 
might uniformly describe the grain traded and thus expedite payment 
on letter: of credit. However, licensed inspectors are required to 
determine all grading factors on export shipments and record such 
factors on log sheets which are made available to supervising inspec- 
tors of the Grain Division of AMS. 


C. DESK BLENDING BY COMMODITY OFFICES 


Successful desk blending by CCC is dependent upon (1) the 
judgment of commodity office employees and (2) the range of quality 
of grains, available for shipment in particular locations, when grain 
movement is required. 

The Internal Audit Division, CSS, furnished the staff with recent 
audit reports on the Chicago, Minneapolis, Kansas City, and Dallas 
commodity offices which indicated that the auditors found the desk 
blending operations in these offices to be generally adequate and result- 
ing in the most economical and adv antageous disposal of grains. 
How ever, the GAO in its previously mentioned report descr ibed defi- 
ciencies in the blending operations of the Minneapolis commodity office. 
This report states : 


In settling with country warehousemen for CCC-owned grain loaded out of 
their facilities, the commodity office did not compute (desk blend) the weighted 
average of quality factors, such as test weight and protein content, for the 
warehouse receipts selected for loading orders until after the loading orders were 
released. Consequently, settlements were not always to the best interest of 


CCC in that the warehouse receipts were not desk blended in the most favorable 
manner. 


The report contained the following illustrations of deficient desk 
blending: 
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1. Loading order No. 5728, dated April 23, 1957, Berthold Farmers Elevator Co., 
Berthold, N. Dak. 
As issued : 
28,207.10 bushels spring wheat. 
Test weight, 58.9 pounds (weighted average). 
Protein content, 13.4 percent (weighted average). 
Settlement basis, $2.33125 a bushel, basis Duluth. 

By eliminating warehouse receipts totaling 3,455.59 bushels of low-test weight 
and low-protein content, the remaining 24,751.51 bushels would have been in- 
creased to 59 pounds test weight and 13.5 percent protein. The value of each 
bushel would then increase 2 cents (1 cent each for increases in test weight and 
protein) for settlement purposes, a total of $495.08. The 3,455.59 bushels removed 
from the loading order had an average test weight of 57.8 pounds and protein 
content of 12.6 percent. The value of each of the 3,455.59 bushels lost by removal 
from the loading order was 2 cents a bushel (1 cent each for test weight and 
protein), a total of $69.11. Thus, the warehouseman’s accrual of premiums on 
loading order No. 5723 could have been reduced by $425.92 by better selection 
of warehouse receipts. 

2. Loading order No. 5687, Woodworth Elevator Co., Adams, N. Dak. 

As issued: 

8,141.51 bushels spring wheat. 

Test weight, 56.9 pounds (weighted average). 
Protein content, 12.4 percent (weighted average). 
Settlement basis, $2.2025 a bushel, basis Duluth. 

By removing warehouse receipt No. 1631 for 318.17 bushels with test weight of 
55 and protein of 12 percent and adding warehouse receipt No. 879 for 139.50 
bushels with test weight of 59 and protein of 12 percent, the weighted average 
test weight of the loading order would have been increased to 57 pounds. The 
settlement then would have been on the basis of 7,962.84 bushels at $2.2125 a 
bushel, a net increase of $64.49 in favor of CCC. 


3. Loading orders Nos. 1692 and 1693, dated February 1, 1957, Pillsbury Elevator, 
Pillsbury, N. Dak. 
Loading order No. 1692: 
As issued: 
11,636.83 bushels spring wheat. 
Test weight, 56.5 pounds (weighted average). 
Protein content, none. 
Settlement basis, $2.275 a bushel, basis Duluth. 

Loading order No. 1698: 

As issued: 

11,328.66 bushels spring wheat. 

Test weight, 56.9 pounds (weighted average). 
Protein content, none. 

Settlement basis, $2.275 a bushel, basis Duluth. 

sy regrouping 4 of the 17 warehouse receipts included in loading orders Nos. 
1692 and 1693, it was possible to issue 2 loading orders, one of which would be 
for 9,709 bushels of 57.7 test weight wheat and another for 13,256.49 bushels of 
56 test weight wheat. The settlement basis would then be $2.295 and $2.265 a 
bushel, respectively, a net increase in settlement to CCC of $61.62. 

The report goes on to state: 

We were informed by the commodity office that to attempt desk blending in 
this manner would cause additional delays in issuance of loading orders and 
would require additional personnel; however, the auditor’s time consumed in 
making these desk blends was insignificant as compared to the more favorable 
settlements to be gained by CCC. 

The report indicated that deficiencies in desk blending were a factor 
in the accumulation of premiums by country warehousemen in the 
Minneapolis commodity office area. At the time of the report the 
outstanding liability for accrued premiums in the Minneapolis com- 
modity office area amounted to approximately $10 million. 

The staff, during visits to CCC commodity offices, observed that 
CCC’s established premiums and discounts for use in settling on de- 
liveries having quality variances from load out requirements, present 
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opportunities for profit to warehousemen through mixing, blending, 
and substitution. The following schedule is a sampling of premiums 
and discounts in use in the Evanston, Ill., commodity office: 


WHEAT 
Moisture: 
14.1 to 14.5 percent, discount 4 cents. 
14.6 to 15 percent, discount 8 cents. 
15.1 to 15.5 percent, discount 13 cents. 
Damage: 
1 cent discount for each percent or fraction from 4.1 to 7 percent inclusive. 
2 cents discount for each percent or fraction from 7.1 to 10 percent inclusive. 
Foreign material: 1 cent discount for each percent or fraction over 1 percent. 


As can be seen from the above schedule, spreads exist within factors 
which allow depreciation of quality without penalty to the warehouse- 
men. For example, should CCC have wheat stocks in a warehouse 
which have a weighted average amounting to 10 percent moisture, 0.5 
percent damage, and 0.5 percent foreign materi ial, CCC might receive 
on load out, wheat having moisture of 14 percent, damage of 4 per- 
cent and foreign material of 1 percent. In this instance, it can be 
seen that the warehouseman through the use of inferior grain could 
reduce the quality of CCC’s stocks by 4 percent moisture, 3.5 percent 
damage and 0.5 percent foreign material without being penalized. 
Based on representations by members of the trade and officials of the 
USDA that country run grain is of superior quality, the above ex- 
ample is not considered unreasonable. The above-quoted discounts 
are representative of the commodity office discounts in effect for set- 
tlements with country warehousemen. Similar discounts prevail on 
settlements with terminal warehousemen. The staff was informed by 
commodity office personnel that discounts are established only to 
the extent that degrees of quality are a factor in market discounts and 
premiums. 


D. SETTLEMENTS WITH PORT ELEVATORS OPERATING UNDER ICC TARIFFS 


Some 10 east coast elevators are owned and operated by railroads 
under tariff schedules approved by the Interstate Commerce Commis- 
sion (ICC). These warehouse faciilties are made available to CCC 
not under the UGSA but under the tariffs which provide that ware- 
housemen are responsible for delivery of only the numerical grade 
stated on the warehouse receipt. This freedom from liability for 
quality within grade offers additional opportunity for mixing, blend- 
ing, and substitution of CCC grain. 

The railroads act in a custodial capacity for all depositors of grain 
and it has been developed that this arrangement has resulted in the 
use of superior CCC stocks to enhance the quality of grains of other 
depositors. 

The report of this staff dated March 1957, entitled “Inquiry Into 
Grain Futures and Spot Markets and U.S. Grain Standards,” sets 
forth the results of investigations by C. & I. into the activities of 
port elevators operating under ICC tariffs. These investigations dis- 
closed examples of loss in quality of CCC-owned stocks due to blend- 
ing, mixing, and substitution at Philadelphia and Baltimore 
terminals. 
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Mr. W. H. Duggan, Director, C. & I., advised that while the in- 
vestigations indicated mixing took place at some of the other elevators, 
it is his opinion the investigations of the elevators at Philadelphia 
and Baltimore disclosed outstanding examples of mixing. 

The investigations at Baltimore all indicated that CCC neither 
sought nor obtained the full blending potential of the high quality 
stocks of grain it shipped to the three railroad elevators located at 
that port. 

The staff was informed of, or furnished copies of, reports of surveys 
of grain handling practices at port elevators made by the C. & I. 
Division since the March 1957 staff report. The C. & I. surveys in- 
cluded elevators at Portland and Astoria, Oreg.; Tacoma, Longview, 
and Seattle, Wash.; San Francisco, Calif.; and Norfolk, Va. The 
reports which the staff had an opportunity to review indicated that 
generally CCC benefited from blending operations performed at west 
coast elevators. A somewhat unwholesome situation, however, was 
reported at Norfolk, Va. 

The C. & I. report disclosed that (1) the Norfolk & Western Grain 
Elevator had been leased to the Continental Grain Co., (2) grain 
inspections at the elevator, which had formerly been handled by ¢ 
licensed inspector under the direction and supervision of the New 
York Produce Exchange, were performed under a licensed inspector 
responsible to the Norfolk Chamber of Commerce, and (3) the in- 
spection work was being performed under a contract between the 
Norfolk Chamber of Commerce and the Continental Grain Co. This 
arrangement provided among other things that the Continental Grain 
Co. (1) would advance funds for the purchase of necessary equip- 
ment, (2) could approve or disapprove the addition of personnel, 
salaries paid, aaaalae of equipment and changes in fees for the in- 
spection of grain, and (3) would subsidize the Norfolk Chamber of 
Commerce to the extent of any losses suffered on the inspection serv- 
ice. The second provision above was deleted from the contract at 
the time of the C. & I. survey. The C. & I. report stated “No evidence 
of ‘slugging’ or intentional misgrading of outbound shipments was 
adduced, nor was anything uncovered which might be considered 
indicative of the artificial creation of overages.” However, the re- 
port did indicate there was considerable dissatisfaction with weights, 
grades, and prices of grain at the port. 

The report states: 

Weight losses appear to be attributable in part to careless procedures at the 
elevator such as failure to completely empty cars or failure to elevate to the 
scales all grain in the dumping pit. Grade variations are attributed to the 
fact that inspections at origin points were not performed by licensed inspectors, 
a situation which has since been corrected. The pricing complaint revolves 
about the fact that Norfolk export grain has been 10 to 15 cents per bushel 
below Baltimore prices despite Norfolk’s much greater proximity to world 
markets, to the detriment of producers and dealers who contend that Conti- 
nental is responsible since it controls the only export grain elevator at Norfolk. 

The staff noted that since the time of C. & I.’s survey competition 
has been introduced in the form of a port elevator owned by Cargill, 
Inc. It is believed that competition by Cargill, Inc., will result in 
fewer complaints received on the price of grain at this port. How- 
ever, it would appear that the arrangement between Continental 
Grain Co. and the Norfolk Chamber of Commerce for inspection 
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service at the Norfolk & Western Grain Elevator seriously mapas 
the independence of such service and presents opportunities for abuse. 

The staff was informed that allegations of shortages, deterioration 
and improper handling of grains at railroad-operated elevators in 
both Baltimore and Philadelphia, similar to those set out in the pre- 
vious report of this staff, are currently under investigation and con- 
sideration by C. & I., Internal Audit Division, AMS, and the Depart- 
ment of Justice. 

In summary, the staff found that blending, mixing, and substitu- 
tion of grains at port elevators, to the detriment of C CC, is primarily 
ac complished i in east coast port elevators operated by railroads under 
ICC tariffs. The danger of loss in quality of CCC stocks from this 
source has been reduced by several factors; namely, (1) the Grain 
Division, AMS, now requires that licensed inspectors be completely 
divorced from blending operations (previously the inspectors acted 
in a custodial capacity and in some cases actually supervised blend- 
ing), (2) CCC’s current payment-in-kind export subsidy program 
has resulted in a curtailment of east coast exports and the use of 
these east coast port elevators (this is discussed in pt. 2 of this 
report), and (3) a growing tendency on the part of railroads to 
lease their port fac ilities to private concerns. Once leased the facil- 
ities are used by CCC under UGSA contracts which provide for more 
strict responsibility of warehousemen. 

Mr. Stanley McMahon, Chief, Commercial Storage Branch, CSS, 
informed the staff that conferences have been held between officials of 
CSS and the railroads for the purpose of bringing the operations of 
port elevators under the UGSA, but thus far the railroads have been 
unwilling to operate under this agreement with its more restrictive 
provisions. 

III. U.S. Grain Sranparps 


The U.S. Grain Standards Act authorizes the Secretary of Agri- 
culture to investigate the handling, grading and transportation of 
grain and to fix and establish standards of quality and conditions for 
corn, wheat, rye, oats, barley, flaxseed, soybeans and such other grains 
as the usages of the trade may warrant. “Power is also conferr ed upon 
the Secretar y to alter or modify such standards whenever the neces- 
sities of the trade may require. The U.S. Grain Standards Act is 
administered by the Gri ain Division, AMS. 

Opportunity for minimizing quality of stocks through blending, 
mixing, and substitution is oce: sasioned by tolerances existing between 
grades established under authority of the U.S. Grain Standards Act. 
Reduction of blending opportunity can be accomplished by reduction 
of tolerances through (1) upward revision of grades to more ade- 
quately represent grain currently produced on ‘the farms, and (2) 
creation of additional grades. 

The previous report “by this staff dated March 1957 pointed out the 
desirability of revision of grain standards to reduce the tolerances 
within grade and to more ‘adequately represent the grain that the 
farmer is currently producing. The report contained the following 
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tabulation of the grain standards established by the Department of 
Agriculture and the date they were last revised : 


Grain Effective date 
I i a ins ina Sis nes Ga pea eaaaaobiacdens Aug. 2, 1954. 
CN ised ns eer ead asain ieee Sete meee renee Jan. 20, 1937. 
IE Site SacmcawinencsRtsbb aaebnankan July 1, 1956. 
PI eet 8 salt incisions hagas aes iad ema June 1, 1947. 
Feed oats and mixed feed oats______-_--. July 1, 1935. 
ec taaire an Scheme al Lntbicbhicrnk ad July 1, 1951. 
Grain sorghums and flaxseed______---_- July 1, 1935. 
Se RE oo ce baad htene Sea Sept. 1, 1955. 
DO Oe en ea dnciademenmenind July 1, 1935. 


Mr. Whitlock advised at that time that in addition to recent revi- 
sions in standards for barley and soybeans, his office was reviewing 
wheat standards. Also that initial plans had been made to collect and 
study grading data on grain sorghums to determine if changes in 
these standards should be made. Mr. Whitlock said that studies of 
the official standards for corn, oats, rye, and flaxseed would be started 
within the next year or two to determine whether they should be 
revised. 

Concerning the need for revision of standards and the method fol- 
lowed for deciding the merits of proposed revisions, Mr. Whitlock 
made the following statements: 


1. Based on experience and observations by officials in the Grain Division, 
requests received from interested parties, changes in production and marketing 
practices, and constant review of existing standards, possible changes in grain 
standards are considered when a need develops which appears to warrant such 
changes. 

2. Tentative suggested changes are formulated and discussed informally with 
interested groups to obtain their reaction to them. 

3. Official inspection data is studied to determine the effect of suggested 
changes on the grading of the crop. 

4. If it appears that the suggested changes are warranted and if reasonably 
favorable reaction to them is expected, the proposed changes are announced in 
the Federal Register and through the medium of a Department press release. 
The publie is given opportunity to submit views and comments on the proposed 
changes in writing and orally at public hearings, if the suggested changes are 
considered of significant importance. 

5. All information available to the Department, including that received in 
writing and at public hearings, is carefully studied and considered in deciding 
what changes, if any, should be made. 

6. A formal announcement of the final decision on proposed changes is made 
in the Federal Register and through the medium of a Department press release. 
If any changes are made in the standards, the law requires that they be an- 
nounced at least 90 days before their effective date. 

It is very difficult to determine the relative weight that should be given to the 
comments and suggestions offered by the various interested groups. There are 
many conflicting and competing interested groups in this field, from the farmer, 
through the handler and merchandiser, to the ultimate consumer. Considerable 
weight is given to factual inspection records over a period of years and to avail- 
able research data on quality evaluation. Some weight is given to expressed 
views and comments of all interested parties, but no substantial weight is given 
to these unless they are supported by factual data. A real effort is made by 
officials in the Grain Division, the Administrator’s office of AMS, and the Secre- 
tary’s Office to exercise sound, impartial Judgment, based upon all available 
information, in arriving at a final decision on changes to be made. 
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As to the current status of the revision of grain standards, the fol- 
lowing has been determined : 


A. WHEAT 


On May 4, 1955, the USDA announced plans for a comprehensive 
review of wheat standards. In September 1955, a national conference 
was held to permit interested parties to submit recommendations for 
changes in the standards. A study was made of the recommended 
changes and 10 specific changes were outlined by AMS, published in 
the Federal Register on December 1, 1956, and were the subject of 
hearings held in January 1957, at Chicago, Kansas City, Minneapolis, 
and Portland Oreg. 

On February 8, 1957, Mr. Whitlock’s office recommended that 6 
of the suggested 10 changes be adopted. These revisions were an- 
nounced on March 8, 1957, and adopted effective June 15, 1957. The 
six important changes made in wheat standards are as follows: 


1. A reduction in the limits of total foreign material to 0.5 percent, 1 percent, 
2 percent, and 3 percent in grades 1, 2, 3, and 4, respectively, compared with 
1 percent, 2 percent, 3 percent, and 5 percent now permitted. The factor, “mat- 
ter except other grains” is eliminated. 

2. A reduction in shrunken and broken kernels in Nos. 1 and 2 to 5 percent 
and in No. 3 to 8 percent. Present tolerances are 7 percent for Nos. 1 and 2 and 
10 percent for No. 3. 

3. A reduction in the limits of wheat of other classes in No. 2 grade to 5.0 per- 
cent. Present tolerances are 5 percent, 10 percent, and 10 percent for grades 
No. 1, 2, and 8, respectively. 

4. An increase in the minimum limits of dark, hard, and vitreous kernels in the 
subclass Hard Winter Wheat from “more than 25 percent’ to 40 percent. 

5. The elimination of Amber Mixed Durum and Mixed Durum from the grade 
designation in the class Mixed Wheat; and 

6. A provision that distinctly low quality be determined on the basis of the 
sample as a whole, that is, before the removal of dockage. 


Mr. Whitlock advised that changes in production and market prac- 
tices had created need for the above revisions in the wheat standards 
and that these were the first major revisions in the wheat standards in 
i years. He further advised that the revisions had the following 
effects : 


1. For a period of a few months after the revised standards were announced, 
trading in futures at Chicago, Kansas City and Minneapolis was done under both 
the old and the new standards for wheat. The prices of wheat under the new 
standards were invariably higher than those under the old standards and the 
range in price was from one-half to 2 cents per bushel higher under the new 
standards. It is generally agreed that there is a relationship between the cash 
and futures prices for wheat. We therefore believe that the producers have 
benefited by the changes in the standards. 

2. Reports have been received from abroad that the quality of wheat exported 
since the change in the standards was better and more satisfactory than the 
wheat exported before the standards were changed. 

8. No major criticism of the revised standards has been received since they 
were put into effect. 


Mr. J. O. McClintock, executive vice president, Illinois Grain Corp. ; 
Mr. R. O. Westley, general manager, Central Soya, Inc.; Carl Far- 
rington, vice president, Archer-Daniels Midland, Co.; and J. H. 
Fraser, president, P. L. Markley Grani Co., were among those who 
advised the staff that the revisions had the effect of penalizing the 
producer of inferior grades of wheat and benefiting the producer of 
superior wheat. There was a divided opinion among these sources 
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as to whether the quality of wheat delivered domestically or abroad 
had been improved. 

H. R. Dierks, vice president of Cargill, Inc., stated that they were 
advising certain of their customers to purchase grade No. 3 wheat 
under the revised standards on the basis that it was substantially equal 
in quality to grade No. 2 wheat purchased under the old standards. 
Other trade sources advised that in many cases domestic and foreign 
customers were purchasing lower grade wheat under the revised 
standards. Grain dealers generally agreed that further revisions in 
the wheat standards were undesirable and they believed the market, 
with its system of premiums and discounts, was better equipped to 
handle variations in quality. It was their opinion that rigid stand- 
ards, having only small tolerances between grades, were not readily 
adaptable to variations in quality of one year’s crops to another. 

The following proposed revisions were not adopted: 

1. A reduction in the minimum moisture requirements for tough 
wheat. 

2. A special grade for wheat of low moisture content. 

3. The expression of dockage in terms of one-half percent 
instead of 1 percent. 

4. Elimination of smut dockage and the designation of all 
smutty wheat as “light,” “medium,” or “heavy” smutty. 

5. The incorporation of more specific sanitation factors in the 
standards. 

Mr. Whitlock advised that these proposals were discarded for the 
following reasons: 

1. All of the proposals were strongly opposed by most of the interested groups 
directly affected by them. Some special interest groups registered strong oppo- 
sition to all the proposals listed * * * above. 

2. The proposal on dockage was actually in the wheat standards when they 
were first promulgated in 1917, but it was dropped the following year. It was 
considered in 1957 because it had been recommended by an industry group. In 
addition to the registered opposition, the experience in the Department indicated 
that the proposal should not be adopted. 

3. Information available in the Department was not considered at the time 
to be sufficient justification to make the changes in view of the registered 
opposition. 

It is to be noted that the wheat standards, even as revised, do not 
provide for the evaluation of protein content and gluten strength 
of wheat even though these factors are essential breadbaking prop- 
erties. Mr. Whitlock advised that inclusion of such an evaluation 
could not be effected until a cheap, efficient, and reliable method for 
measuring these quality factors was developed. 

The Standardization and Testing Branch, Grain Division, AMS, 
under direction of Dr. Lawrence Zeleny is currently perfecting a 
convenient, inexpensive method for measuring protein content and 
gluten strength in wheat. Mr. Whitlock advised that when Dr. 
Zeleny declares the method, called a sedimentation test, to be operative, 
consideration will be given to its inclusion in the standards. Further, 
commercial and USDA laboratories are available for measuring 
protein content whenever such a determination is necessary to a con- 
tract. He stated no further revisions to the wheat standards are 
contemplated at the present time. 
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B. FEED GRAINS 


Mr. Whitlock advised that the only standards under the U.S. Grain 
Standards Act that are now being seriously considered for “possible 
revision are those for corn, grain sor ghums, and oats. Preliminary 
plans are now underway for possible revision of the corn and oat 
standards to become effective for the 1959 crops. It appears doubtful 
if any revision can be made in the standards for grain sorghums to 
become effective before the 1960 crop. Standards for corn, grain 
sorghums, and oats have been in effect in their present form since 
January 20, 1937; July 1, 1935; and June 1, 1947, respectively. 

Separate informal conferences have been held in W ashington, St. 
Louis, Kansas City, and Chicago, with various segments of the trade 
to discuss tentative suggested “chs anges in standards for corn, grain 
sorghums, and oats. Prelimin: ary drafts of suggested revised stand- 
ards for the above-mentioned grains have been distributed to selected 
Grain Division field offices for discussion with local interested groups. 
Reports received from these offices indicate a favorable reaction to 
the suggested changes. Official inspection data has been assembled 
and studied to determine the effect of the suggested changes on the 
grading of the above-mentioned grains of different crop years. 

The proposed changes will have the effect of tightening the stand- 
ards for corn, oats, and grain sorghums. The changes proposed are: 

CoRN 
The water oven method for determining the moisture content of corn be elimi- 
nated and an air oven method be substituted. 

2. The minimum test weight per bushel of 54 pounds, 58 pounds, and 51 
pounds for the No. 1, No. 2, and No. 3 grades, respectively, be raised to 56 
pounds, 54 pounds, and 52 pounds. 

3. Special grades of No. 1 and No. 2 milling corn are suggested. The corn in 
these special grades to be free of contamination and to have somewhat lower 
limits of broken corn and foreign material and specific limits of insect-damaged 
kernels and moldy kernels under the grading factor of damaged kernels. 

A few minor editorial changes also are being suggested which will 
not affect the actual application of the standards. 

OATS 


1. Redraft the general statement defining the several classes and define each 
class following the pattern used in the other grain standards and eliminate the 
class Black Oats. 

2. The minimum test weight per bushel of 32 pounds, 30 pounds, 27 pounds, 
and 24 pounds for the No. 1, No. 2, No. 3 and No. 4 grades, respectively, be 
raised to 35 pounds, 32 pounds, 29 pounds and 26 pounds. Minimum test 
weight per bushel of 38 pounds for the special grade Extra Heavy Oats be 
raised to 41 pounds, test weight per bushel of 35 pounds or more but less than 
38 pounds for the special grade Heavy Oats be raised to 38 pounds or more but 
less than 41 pounds, and eliminate the special grade Medium Heavy Oats. 

3. Minimum limits of sound cultivated oats of 97 percent and 94 percent for 
grades No. 1 and No. 2, respectively, be raised to 98 percent and 95 percent. 

4. Eliminate the special grade for Special Red Oats. 


It has also been proposed that the standards for Feed Oats and 
Mixed Feed Oats be eliminated. If these standards were dropped, 
grain which now would be graded under these standards would be 
eraded as Mixed Grain. 
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GRAIN SORGHUMS 


1. Eliminate all subclasses. The elimination of all subclasses would provide 
that all grain sorghums be classed as either Yellow Grain Sorghums, White 
Grain Sorghums, Red Grain Sorghums, Brown Grain Sorghums or Mixed Grain 
Sorghums. 

2. Eliminate “dockage” and the definition of the 214/64 sieve used in the 
determination of dockage. Material now considered as dockage would become 
a part of the foreign material as outlined under item 6. 

3. The minimum test weight per bushel of 55 pounds, 53 pounds, 51 pounds, 
and 49 pounds for the No. 1, No. 2, No. 3, and No. 4 grades respectively, be 
raised to 58 pounds, 56 pounds, 54 pounds, and 51 pounds. 

4. The maximum moisture limits of 14 percent and 15 percent for the No. 1 
and No. 2 grades, respectively, be lowered to 13 percent and 14 percent. 

5. The definition for “damaged kernels” and “heat-damaged kernels” be 
changed to include only kernels and pieces of kernels of grain sorghums. In 
the present standards these definitions include damaged kernels and heat- 
damaged kernels of nongrain sorghums and other grains. 

6. The definition “cracked kernels, foreign material, and other grains’ be 
eliminated and a definition for “foreign material” be substituted which would 
include all matter including cracked kernels of grain sorghums which would 
pass through a 5/64 triangular hole sieve as well as all matter remaining on 
such sieve, including nongrain sorghums and other grains. The maximum 
limits of “cracked kernels, foreign material, and other grains” of 4 percent, 8 
percent, 12 percent, and 15 percent for No. 1, No. 2, No. 3, and No. 4 grades, 
respectively, be changed to 3 percent, 5 percent, 7 percent, and 10 percent, and 
the heading in the grades table changed to “Foreign Material.” 

. The heading “Nongrain Sorghums” and the percentages permitted in the 
eaverst grades in the grades table for grain sorghums be eliminated since non- 
grain sorghums would be included under “Foreign Material.” 

8. The special grade for discolored grain sorghums be eliminated and pro- 
vision be made in a footnote in the grade and grade requirements that grain 
sorghums that are distinctly discolored not be graded higher than No. 3. 


A few minor editorial changes also have been suggested which 
will not affect the actual application of the standards. 

Tt was stated by Mr. Whitlock and is apparent from a review of 
the hearings held prior to the revision of the wheat standards that 
the position of various interested groups is predictable; for example, 
producers and millers tend to favor tighter standards whereas elevator 
operators oppose such a change. Although some producer groups 
tend to oppose tighter standards, it was found that these groups have 
substantial interests in elevator and storage facilities. The tight- 
ening of standards, as previously stated, reduces the tolerances within 
which blending may take place. 


IV. Markerapiuiry or U.S. Acriccitrvurat Propuctrs ABRroap 


In the report of this staff dated March 1957 it was reported that 
since 1954 trade missions, the Foreign Agricultural Service (FAS), 
and the sales manager, CSS, had received complaints concerning the 
quality of U.S. exports from foreign importers. The complaints, 
generally, were to the effect that wheat exported just meets the nu- 
merical grade requirements and that the U.S. grain standards permit 
the admixture of other varieties and foreign material not present 
when the agricultural product. left the farm. 

Of significance to this question is a “Survey of the Quelity of 
European Wheat Imports,” which was published in January 1958, 


by the agricultural experiment station, Kansas State College of Agri- 








350 


culture and Applied Science, Manhattan, Kans. This survey by 
J. A. Shellenberger, professor and head, department of flour and 
feed milling industries, was sponsored and financed by the Grain 
and Feed Division, FAS, and the Kansas Agricultural Experiment 
Station. Portions of the work were conducted by the Grain Division, 
AMS, and the Crops Research Division, AMS. In the preface the 
author states: 


* * * Production for export has now reached such proportions that compe- 
tition for export markets is keener today than at any time in history. Tradi- 
tionally, price was virtually the only factor of significance in determining the 
volume of wheat which a nation could dispose of in world markets. A relatively 
new factor as far as wheat export is concerned, that of quality, has entered 
the picture. It was that consideration which prompted this study of the milling 
and baking qualities of the wheat imported by European countries. Such a 
survey is an essential part of the successful marketing and utilization of the 
world’s wheat crop. 


The survey was based upon the sampling of 380 wheat cargoes 
arriving at major ports of northern Europe from January 1955 to 
May 1956. The samples obtained were subjected to a series of quality 
tests. Based upon these samples the author stated: 


* * * To market U.S. wheat in Europe, it is necessary that it be priced com- 
petitively with wheat of equal quality obtainable from other countries. It is 
generally recognized that the major marketing problems are those of main- 
taining competitive prices and satisfactory quality. Factual information was 
needed on how wheat exports from the United States compare with exports 
from other countries. This report has brought wheat quality information 
together which has never before been available. 

It is gratifying to learn that on the average wheat export shipments from the 
United States are not surpassed in quality by wheat from any other nation. 
It is gratifying to learn that on the average, wheat export shipments from the 
United States are greatly superior in quality to the wheats exported by many 
countries, and are essentially equal in quality to the wheats exported by the 
major exporting countries. With this knowledge and a desire to improve the 
export quality of U.S. wheat, much can be accomplished in the future toward 
the establishment of an enviable reputation as a supplier on world markets 
of a wide range of quality wheats to satisfy every conceivable need from soft to 
hard spring or winter wheats. 

a + * * * * . 


* * * The recent revision of the grain standards for wheat which became 
effective June 15, 1957, will have the effect of improving the quality of U.S. 
exports. Reduction of the permissible amount of wheat of other classes in 
grades 1, 2, and 3 will undoubtedly tend to increase the protein content, and this 
improvement can be expected to enhance the quality of wheat exports. Had the 
grain standards revision been effective during the period when this investigation 
was conducted, wheat shipments from the United States would have been rated 
somewhat higher. 


During the hearings held by the Grain Division during January 
1957, in regard to the then proposed changes in the wheat standards, 
a number of witnesses representing producer groups expressed concern 
about the quality of U.S. wheat exports. 

The testimony of some of the witnesses representing the producers 
and millers is set out as it bears upon the matter of the relation of grain 
standards to the marketability of U.S. grain products abroad. 

Mr. Herbert J. Hughes, president, National Association of Wheat 
Growers, appearing on behalf of that organization which represents, 
primarily, hard winter wheatgrowers, testified : 

* * * In the foreign market field, I feel qualified to speak from firsthand 


experience. I spent some time in late 1954 and early 1955 attending an inter- 
national conference in Geneva, Switzerland, where renewal of the International 
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Wheat Agreement was discussed. Many of the delegates from importing coun- 
tries were officials who headed government purchasing agencies, who buy wheat 
for their countries from exporting countries. The almost unanimous opinion 
expressed to me was that we must do something to market a cleaner product. 
The delegate from one country informed me that he would buy wheat in this 
country only if he could buy it from the Commodity Credit Corporation and have 
it loaded for shipment to the port from country points. Another asked for a 
special meeting with the U.S. delegation to show us a sample of wheat submitted 
by an exporter, supposed to be the best available, and to ask for help in getting 
a better quality shipment. 

This experience was embarrassing to me, and I can assure you that I made a 
firm resolve to do everything in my power as a U.S. wheat producer to do all I 
could to improve the situation in order to increase markets. 

I received a letter this summer from one country which was interested in a ship- 
ment of our wheat, provided our association would supervise the shipment to 
see that it was not mixed en route to the shipside. Others, who have traveled 
abroad, have had the same experience as I, and I have received a number of 
letters urging us to take some action. 

Gentlemen, when I find myself with reduced acreage allotments of one-third 
and the consequent reduced income, I do not feel very tolerant of those who 
oppose cleaning up our produce. Most grain elevators today are so constructed 
to remove dust from wheat when elevating or handling for safety and then pro- 
vide facilities to return the dust to the wheat as it returns to the storage bin. 
This certainly cannot be defended as necessary. 

Our investigation has shown that because of much improved inspection at 
our ports a better quality of wheat is now being exported, but to provide an 
even better quality and for the psychological effect on our reputation abroad, we 
need to take such constructive action as you propose. 

We recently brought a group of Italian wheat industry and government pur- 
chasing men to our hard winter wheat area to promote sales of our wheat abroad. 
This is the first of many such missions we hope to bring over in the future. 
This Italian group expressed their interest in obtaining wheat of the quality they 
saw. We immediately were asked how they could be sure to get the kind of 
wheat they were shown loaded on ship at the port without having 10 percent of 
soft winter mixed with it, or even some other grain such as rye or grain 
sorghum. This sort of experience quickly shows that we have a responsibility 
for what happens to the wheat after it leaves our possession. 

Our association wishes to indicate strong support for the changes which you 
have proposed, but I might say that we are particularly interested in the pro- 
posed tightening of the tolerance of foreign material, wheats of other classes, 
moisture content, and the change in the subclass Yellow Hard Winter. We 
recommend that the alternative proposal to allow only 3 percent of wheat or 
other classes in the No. 1 grade be adopted. 

This is important to us if we are to gain a market for quality wheat overseas 
as we hope to do. 


Mr. James G. Skidmore, appearing on behalf of the Millers National 
Federation, testified : 


Periodically and particularly at crop harvesting time, very substantial 
amounts of Soft Red Wheat have experienced abnormal movement westbound 
and southwestbound from the producing areas of Michigan, Indiana, and Ohio to 
Duluth-Superior, also to Chicago, St. Louis, and Kansas City markets for re- 
distribution beyond these points. Obviously the lower level of value pertaining 
on the soft wheats has stimulated the absorption by mixing of much of this 
wheat into hard winter wheat grades within the tolerances permitted by the 
existing standards, 

While it is difficult to draw together convincing facts from market statistics, 
certain figures have been assembled using the New Orleans market as an ex- 
ample which illustrates the degree to which this sort of operation has been car- 
ried on in a typical terminal market operation. Using the official inspection 
records covering wheat unloaded into the port of New Orleans for the period, 
for the 4-year period from July 1, 1951, though June 30, 1955, we see that the 
following volume by class of wheat was handled. This volume totaling 98,300,000 
bushels represents specific bushel figures as to barge and vessel unloadings and 
an estimated volume figure on carlot unloadings using an average of 1,750 bushels 
per car times the number of cars reported inspected during this period. For 
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comparison with this, we have listed the out-loadings according to the inspection 
records for the same period, which is also illustrated below as volume inspected 


out of the New Orleans elevators: 


{Million bushels] 


Hard Red Spring 
Hard Red Winter 
Soft Red Winter 

Mixed wheat 


Total... 


NOTE Analysis of these figures indicates the 


following: 


Volume in- 
spected into 
elevators 
8 6 
61.7 
11.0 
17.0 


Volume in- 
spected out of 
| elevators 


8.3 
76.6 
9.8 
3.0 





97.7 





a) Little if any mixing apparently occurred in connection with the unloading and reshipment of the 
Hard Red Spring wheat. 

b) Out-loadings of the Hard Red Winter exceeded the in-loadings by approximately 15,000,000 bushels. 

c) Out-loadings of Soft Red Winter fell short of the in-loadings by a little over 1,000,000 bushels, 

(d) Out-loadings of mixed wheat fell short of the in-loadings by 14,000,000 bushels. 


The outloadings totaled 97,700,000 bushels which for practical purposes repre- 
sents a balancing figure against the inloadings of 98,300,000 bushels. Very 
apparently the Hard Red Winter wheat loaded out exceeded the inloadings by 
approximately the amount that the outloadings of Soft Red Winter and Mixed 
wheat fell short of the total unloaded into the elevators. We feel these figures 
emphatically illustrate the degree to which dilution of the Hard Red Winter 
grades occurred during this period at New Orleans within the tolerance per- 
mitted by the existing grain standards. 

New Orleans, of course, is not an isolated case, but has been used to illustrate 
the point because there is no major draft in that market on inbound receipts 
for local consumption and their official market statistics more clearly illustrate 
what does happen under existing grade standards than in any of the other 
markets we could use. 

The movement of extremely large volumes of Soft Red Winter wheat during 
an extended period out of the Central States area back into the historical hard 
wheat areas, we feel, represents an eloquent evidence that the experience illus- 
trated by the New Orleans market unquestionably went on in a big way through- 
out the hard wheat marketing area. 


Mr. Charles Marshall, member, board of directors, American Farm 
Bureau Federation. testified : 


Our interest in revising the wheat standards was stimulated, in part, by 
repeated reports that the United States was at a competitive disadvantage in 
the world wheat market because of the wide tolerances in our standards. 

The recommendations which I desire to make today are based on more than 
2 vears’ study of the problem. 

I would like to say at this point that, speaking individually, it includes a trip 
around the world incidental with the meeting of the International Federation 
of Agricultural Producers, at which time we were discussing foreign exports and 
got into a discussion of foreign exports as they pertain to wheat. 


Mr. Marshall stated he had visited a mill in Capetown, South 
Africa, and saw wheat being unloaded which met the legal require- 
ments of No. 2 wheat but which carried the maximum of the tolerances 
permissible. He stated: 


The man who was operating the mill was a little bit difficult for me to visit 
with because of the attitude of his mind at the moment, because he was just 
unloading four or five carloads of that wheat. He showed me some samples of 
that, as compared to Samples of Canadian wheat; and we didn’t look very good. 

This wheat included in it a few scatterings of kernels of white club. I have 
been around long enough that I know white club when I see it, and that didn’t 
get mixed in the farmer’s combine, I assure you, because that wheat originated 
in Kansas—so called. 
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This fellow was very put out about it, and he didn’t know what it was. He 
didn’t make much of a point of this club wheat in there; he was talking about 
the foreign material and so on; but he did mention, “You must have a wide vary- 
ing weather condition to bleach that wheat plumb white.” 

I knew what it was, but I was having enough difficulty with him without 
having to explain that the 2 wheats came from 2,000 miles apart—that would 
have been hard for him to understand as it was for me. 

Mr. P. M. O'Leary, Assistant Administrator, market development 
and programs, FAS, and Mr. Whitlock stated that most grain exports 
are made on a certificate final basis, i. e., grade assigned by the U.S. 
licensed inspector at the export point is deemed final and conclusive. 
Under this procedure a foreign importer has no remedy (other than 
refusal to deal further with the exporter) if grain inferior to contract 
terms and the U.S. inspection certificates is delivered. The staff 
observed that USDA officials and members of the trade generally will 

not take action in favor of foreign complainants, particularly if the 
U.S. inspection certificates indicate the shipments met contract grade. 

The staff attempted to obtain and review complaints received by 
the USDA; however, the Department maintains no control or com- 
prehensive file for such material. The Department furnished material 
relative to the handling of certain complaints from Brazil, Peru, 
Mexico, India, Iraq, Israel, E ngland, Austria, and Belgium which 
were repr esented as typical of ¢ omplaints received. 

It was stressed by the Department that it is not a party to export 
contracts and therefore is not in a strong position to take effective 
action on complaints. However, it is believed that the position taken 
by the Department in complaint cases, as evidenced in the material 
made available for review, would not tend to mollify complainants. 
To illustrate: 

(1) Brazil: Several shipments of wheat were delivered to Bra- 
zil under the Public Law 480 program. The grain was refused 
by a Brazilian miller and the situation eventually reached spec- 

tacular proportions. The grain was emotionally described in the 

Brazilian press as “rat poison,” “rotten,” and “unfit for bread 
baking.” The matter evolved into a political issue with the 
opposition questioning the whole idea of importing wheat from 
the United States, allegedly to the detriment of domestic wheat 
erowers and Brazil’s economy. The primary complaint of the 
Brazilian millers was that the wheat did not satisfy their needs 
since it could not be used for producing bread flour. Samples of 
the shipments were inspected by the USDA and found to meet 
contract grade (U.S. wheat grades are based on physical appear- 
ance and characteristics which do not furnish a reliable guide as to 
bread baking quality). The Department’s position, in essence, 
was that if Brazil desired wheat which would satisfy its needs 
it should specify additional requirements, such as protein content, 
in future contracts with U.S. exporters. 

(2) Peru: Late in 1957, the Department was advised that 
Peru’s leading milling concern had received a shipment of wheat 
of distinctly inferior bread-baking quality. Although the miller 
did not personally complain it was urged, by the forwarder in 
Peru and by the U.S. Ambassador in Lima, that a voluntary 
adjustment be made from CCC stocks to offset the miller’s losses 
on the transaction. The miller was described as a good friend 
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of the United States and it was stated that failure to make an 
adjustment would seriously hamper future attempts to sell 
American grain in Peru. The mill superintendent certified that 
“The baking qualities were so inferior that all flour milled from 
this lot (the shipment in question) was so bad that the bakers 
receiving same returned it to the mill. We have been obliged to 
mix this lot of flour with good quality Argentine wheat at the 
ratio of 1 to 5 to make it usable. It is the poorest quality of 
any wheat we ever received from the United States.” The 
miller himself, during a visit. to Washington, D.C., advised the 
Department of dissatisfaction with U.S. wheat generally and 
stated he believes that under the present circumstances Peruvian 
millers may urge their Government to procure less United States 
wheat and more Argentine and Canadian wheat because they do | 
not wish to run the risk of obtaining wheat of inferior bread- 
baking quality. The Department analyzed s amples of the ship- 
ment, obtained from Peru, and took the position that the sam- 
ples did not represent wheat loaded on board the vessel in this 
transaction. It refused to make any adjustment and closed the 
case, 
(3) Mexico: The Department was advised that corn shipments 

were being received in Mexico distinctly lower in quality than 
contract and export inspection certific ate grade. The Depart- 
ment made a thorough investigation in both the United States 
and Mexico and found that inferior grades were being received | 
in Mexico because of damage due to rough handling during load- 
ing of vessels in the United States (after inspection) and un- 
loading in Mexico. Brittle kiln dried corn was being shipped 
and loading and unloading operations resulted in a material 
increase in cracked corn and foreign material. The Depart- 
ment advised Mexican officials that they should exercise greater 
care in unloading and that if unusable material was screened and 
accumulated at portside, losses on their corn purchases could be 
reduced. 

(4) Belgium: The Department was advised that a shipment of : 
No, 1 malting two-rowed Western barley had been received in 
Antwerp infested with live weevils. The’ Belgian importer ques- 
tioned the reliability of the export inspection certificate and de- 

manded an adjustment. A parcel of Manitoba wheat was stowed 
in the same hold as the barley in question but was found to be 
absolutely free of weevils. Nevertheless, the Department indi- 
cated that because of the presence of the wheat the source of the 
weevils was a moot question and concluded that weevils not ap- 
parent at the time of export inspection could very well have 
hatched during the ocean voyage of some 30 days. The Depart- 
ment declined to become involved in the controversy on the 
grounds that it was a matter to be settled between the exporter 
and the importer. 

Other complaints furnished this staff for review showed that the 
Department took a similar position. There were no cases reviewed 
where Department action resulted in adjustments in favor of the 
importer. | 
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Exports of grain from the United States are dominated by five large 
concerns, namely, Cargill, Inc., Continental Grain Co., Bunge Corp., 
Garnaec Grain Co., Inc. (formerly Leval & Co.), and Louis Dreyfus 
Corp. The staff interviewed the following officials of these concerns: 
Messrs. R. C. Woodworth, executive vice president, D. C. Levin, 
general council, and H. R. Dierks, vice president of Cargill, Inc.; Mr. 
W. C. Schilthus, executive vice president, Continental Grain Co.; Mr. 
Andre Hirschler, vice president and director, Bunge Corp.; Mr. Fred 
J. Hediger, president, Garnac Grain Co., Inc.; and David Van Vort, 
grain trading manager, Louis Dreyfus Corp. 

The above officials, as well as members and officials of grain ex- 
changes in Chicago, Baltimore, Philadelphia, Minneapolis, and New 
York, agreed that foreign buyers are shipped grain in conformance 
with contract terms and that importers have no right to expect grain 
better than the minimum of the grade when the contract merely pro- 
vides for shipment on a numerical grade basis. Further, substantially 
all export sales are made on the basis of numerical grade and few 
foreign buyers are willing to pay a bonus for quality factors within 
grade. Because the grain business is highly competitive, exporters 
attempt to acquire stocks of various grades which when blended to- 
gether will produce an admixture that will just meet the minimum of 
a particular grade. They are always seeking to use as much grain of 
a lower grade, which can be purchased at discounts, as possible, be- 
cause the more grain of lower grades that can be utilized the better 
their positions with respect to price quotations. 

It was further stated by the various trade sources that their for- 
eign shipments were not inferior in any respect to their domestic ship- 
ments made on the basis of numerical grade only. However, par- 
ticularly in the case of wheat, domestic transactions are more and 
more being made on the basis of extensive market premiums and dis- 
counts for quality factors; many domestic millers purchase extensively 
on the basis of submitted samples. Although protein content is an 
essential factor of the bread-baking quality of wheat, it is not a factor 
in U.S. grading standards. In domestic trading millers are willing 
to pay a premium as much as 25 cents or more per bushel for high 
protein wheat. Exporters stated they are willing and able to supply 
qualities necessary to meet the requirements of foreign buyers so 
long as the buyers pay the necessary premiums for such grades of 
grain. Exporters exhibited an unwillingness to consider overseas 
complaints of inferior shipments. For example, officials of Cargill, 
Inc., stated they would not entertain a complaint when the U.S. in- 
spection certificate indicated the grain shipped was equal or superior 
in quality to contract grade. 

Regarding complaints that grain received by the foreign importer 
did not meet contract grade, the “Survey of the Quality of European 
Wheat Imports” stated that “In cases where there was a difference in 
grade between that obtained on loading and unloading the ship, the 
majority of the time the samples graded higher on resampling at the 
port. In the few cases in which the grade was lowered on resampling, 
the differences in the grading factories were so small that a third sam- 
pling could easily have resulted in obtaining the original grade.” 
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Part 2. Payment-in-Kind Export Sales Programs for Wheat and 
Feed Grains 


1. DESCRIPTION OF PROGRAMS 


In order to close the gap between competitive world prices and 
higher U.S. domestic market prices, thus encouraging the export of 
U.S.-produced grain, the CCC operates export subsidy programs for 
both wheat and the feed grains, consisting of corn, oats, barley, rye, 
and grain sorghums. The programs are ‘known as payment-in-kind 
(PIK) programs and provide for the export of grain, obtained 
through commercial channels, and for the payment by CCC of a sub- 
sidy on each export in the form of CCC-owned grain in an amount 
sufficient to allow the trading of American-produced grain at compet- 
itive world prices. The PIK program has been in effect since Sep- 
tember 4, 1956, for wheat, May 12, 1958, for corn, and July 1, 1958, 
for the other feed grains; oats, barley, rye, and grain sorghums. 
These programs superseded the prior competitive sales programs 
which provided generally for sale for export of CCC-owned grains at 
competitive w orld prices. 

The PIK programs are administered for CCC by the Grain Divi- 
sion (wheat program), and the General Sales Manager's Office (feed 
grain program) of the Commodity Stabilization Service (CSS). 

Essential differences exist between the PIK programs for wheat 
and feed grains; therefore, each requires separate explanation. 


A. WHEAT PIK PROGRAM 


The Department’s PIK export program for wheat is carried on 
under announcement G.R. No. 345 which has been in effect since Sep- 
tember 4, 1956. The general statements contained in G.R. No. 345 
provide that CCC will “conduct a wheat export program under which 
a person or firm, who has exported wheat produced in the United 
States, my apply for subsidy payment in the form of a certificate that 
is redeemable in wheat held in the inventory of CCC. The program 
was designed to encourage the export, through normal trade channels, 
of wheat held in private inventories and in CCC stocks in order (a) 
to maintain and expand the market in friendly countries for U.S.-pro- 
duced wheat, (b) to obtain the benefits and fulfill the obligations of 
the United States under the International Wheat. Agreement, (c) to 
aid the price support program by strengthening the domestic market 
to producers, (d) to reduce the quantity rot wheat which would other- 
wise be taken into CCC stocks under its price support program, and 
(e) to promote the orderly liquidation of CCC stocks. 

The PIK wheat program operates in the following manner: 

(a) CSS determines and announces daily export subsidy rates. The 
rates are announced at approximately 3:31 p.m. and remain in effect 
through 3:30 p.m. of the,following day. Different rates of payment 
are announced simult: aneously for separate coasts or ports, various 
classes of wheat and, in certain instances, for period of export. 

(6) Exporters are required to register wheat sales with CSS to be 
eligible for PIK subsidy. The rate in effect at time of sale to a for- 
eign buyer or at time of giving notice of sale, whichever rate is lower, 

the PIK subsidy rate applicable to the sale. 
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(c) Upon submission of proof of export and application for pay- 
ment, exporters receive a wheat export payment certificate which 
expresses in dollar amount the PIK soleil earned. The certificate 
is redeemable for CCC-owned wheat at current domestic price. Wheat 
thus obtained, or its equivalent, must be exported and is eligible for 
further PIK subsidy at applic able rates. 

As indicated above CSS determines and announces wheat subsidy 
rates for most varieties applicable for each coast. For example, on 
August 27, 1958, a typical day, CSS announced the following wheat 
subsidies : 


Gulf coast: 


INOTEROED GULIDS WV NOON sees on mkt d ami _per bushel__ $0. 54 
TIGHT Vy Iter WT OC oo ioe cnc acuusnewnuee sss tiimathns ears Oe . 48 
iliar iieeie as ee eee 5 ee idtisecee eee do_. .43 
FU tee eas eu ee oaily ip cs tice Ba per hundredweight__ 1.63 
East coast: 
NOTUIer BOTINe WHOAlA...~- nc nceudetenusecenees ___per bushel__ . 57 
Hard Winter Wheat case eked aloo sk de ol sender alngikt dea aabae et | er . 43 
Mieer Wiehe ele he eae a eee ee do___- . 43 
ROU 6 bs Beg oars Soe an cewaewaenenemseeeaaie per hundredweight__ 1.56 
West coast: 
WIC ya a eo cw cts sc ed ces ds ed eel real per bushel__ oan 
OE ee eo a aiccareeaeees as Sretencaee he ae create per hundredweight__ 1.69 


1Includes Durum, Red Durum, Soft Red Winter, and White Durum. 


A report on the “Development of Multiple Subsidy Rates in the 
rae Export Program,” dated June 10, 1957, which was prepared 
by the USDA reviews the development of the multiple subsidy rates 
from July 29, 1949, to June 10, 1957. At the time of this review the 
Department was committed to the establishment of subsidy rates 
which would allow the exportation of wheat from any U.S. port at 
competitive world prices. Certain exporters oppose multiple sub- 
sidies, preferring instead a single subsidy program which would en- 
courage exports from the most economical point. As can be seen from 
the above tabulation of subsidies for August 27, 1958, the Department 
has at least partially acceded to the trade’s demands. Department 
subsidies for America’s largest wheat export, Hard Winter, and for 
other wheats are the same, $0.43, for both the gulf coast and the east 
coast. Generally speaking, freight and h: indling costs from the area 
of production to foreign point of destination is « ‘heaper through gulf 
ports than through Atlantic or east coast ports. Thus the current 
subsidy arrangement encourages the export of Hard Winter and other 
wheats by the cheapest and most efficient means, i.e., via gulf ports. 
A review of wheat export subsidy announcements disclosed that the 
Department has established the same subsidies for the gulf and east 
coast ports for about the past year. However, members of the trade 
observed that the Department has never officially adopted this single 
subsidy procedure and CSS personnel advised this staff that they 
could, and might, revert to the earlier procedure of having different 
subsidy rates for each coast at any time. 


B. FEED GRAIN PIK PROGRAM 


A PIK program for feed grains has been in effect since May 12, 
1958, for corn and since July 1. 1958, for the other feed grains; n: amely, 
oats, rye, barley, and grain sorghums, under announcement G.R. 368 
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CCC’s general statement regarding this program provides that it is 
designed to encourage the exportation, through normal trade channels, 
of surplus feed grains held in private inventories and in CCC stocks 
in order to (a) aid the price support program by strengthening the 
domestic sales price to producers, (b) reduce the quantity of feed 
grains which would otherwise be taken into CCC stocks under its price 
support program, (c) promote the orderly liquidation of CCC stocks, 
and (d) maintain and expand the market in friendly countries for 
United States produced feed grains. 

The PIK feed grain program operates in the following manner: 

(a) Exporters desiring to participate in the program are required 
to submit offers (bids) by 3:30 p.m. of the day on which the exporter 
wishes the offer to be considered by CCC for acceptance. The offer 
must include, among other things, (1) the specific feed grain to which 
it applies, (2) the net quantity of feed grain to be exported, (3) the 
export payment (PIK subsidy payment) for which the feed grain 
will be exported, and (4) the period of export. 

(b) CSS employees review the offers and determine their accepta- 
bility on the basis of daily established guidelines of reasonableness to- 
gether with personal knowledge of events and factors which are not 
included in the guideline formula but which must be considered in 
determining the reasonableness of submitted offers. Exporters whose 
offers are acceptable are so notified by 4:30 p.m. on the same date and 
are thus obligated to fulfill the offers. 

Under the feed grain program exporters may offer to export within 
three 60-day periods: (1) the current period which includes remaining 
time within the month in which the offer is submitted and the succeed- 
ing month, (2) the nearby future period which includes the first 2 
months following the current period, and (3) the forward future 
period which includes the third and fourth month from the current 
period. Thus an offer tendered in August would be for the current 
period if to be exported during August-September; for the nearby 
future period if to be exported during October-November ; and for the 
forward future period if to be exported during December—January. 
The applicable subsidy rate may differ for each of the export periods. 

(c) Upon submission of proof of export, pursuant to an accepted 
offer, and application for payment, the exporter receives a certificate 
which expresses in dollar amount the PIK subsidy earned. The cer- 
tificate is redeemable for any CCC-owned feed grain at current do- 
mestic price. The feed grain thus obtained, or a like quantity, must be 
exported and is eligible for further PIK subsidy at applicable rates. 

Under the feed grain program the point of export is not significant. 
Offers are accepted on a low bid basis and it is left to the exporter to 
choose the export point. This procedure encourages the movement of 
feed grain by the most economical means. 

The staff, during its investigation, determined that several aspects of 
the PIK programs warrant consideration. 


TI. DETERMINATION OF Sursipy GUIDELINES 


Information contained in this section relating to the determination 
of subsidy guidelines is considered confidential by the Department and 
was furnished on that basis. The Department desires that this infor- 
mation not be made public. 





Ill. Errects or THE PAYMENT-IN-KiInD ProGRAMS 


The institution and operation of the PIK programs (both wheat 
and feed grains) have broyght about certain effects of a significant 
hature : 

A, INCREASED USE OF GULF PORTS 


Under previous programs in which CCC sold all grain exported, it 
attempted to equate the competitive position of the various ports. 
Under this system east coast ports, which are more remote from the 
largest producing areas than gulf ports, had equal opportunity to 
share in the grain exporting business. This equalization of ports 
meant that the Government was in effect assuming additional freight 
costs to east coast ports and was, therefore, subsidizing the railroads 
which are (1) the principal carriers into this area and (2) the prin- 
cipal owners and operators of east coast terminal elevators. Under the 
PIK programs, however, movement of grain is left in the hands of 
the commercial trade. 

The allowance of a single subsidy makes it advisable for exporters 
to move grain in the most economical manner possible. Although 
some grain export business naturally accrues to east and west coast 
ports Decause of the proximity of certain crops, the preponderance of 
American grain exports would normally move from the producing 
area by barge, truck, or rail to gulf ports because of the sharp economic 
advantage in such movement. Under the PIK programs the facilities 
of gulf ports have been taxed beyond their capacity. Barges, which 
are the cheapest method for mass transportation of grain to the gulf, 
have been reported “backed up” several miles on the Mississippi River 
due to the inadequacy of the gulf port facilities. Major exporters, 
recognizing the need for fac ilities at the gulf, have acquired d or are in 
the process of acquiring or constructing the needed facilities. The 
following schedule indicates the trend toward the use of gulf port 
facilities for the export of grain under the PIK programs with their 
single subsidy features: 


Grain exports from Gulf and Atlantic ports 
{In thousands of bushels] 


GULF PORTS 





Wheat Feed grains 


| | 
1956 | 1957 1958 | = 1956 1957 1958 
January -..- : ge 9, 804 16, 945 10,815 | 7,872 6, 627 15, 939 
Yobruary...... 7, 895 19, 142 13, 133 9, 899 4, 825 13, 453 
March. jcaueamaus 8,773 | 11, 897 13,537 | 7, 728 6, 975 11, 285 
yril. ; 5 | 7,585 12, 903 18,204 | 8,953 8, 381 13, 965 
ga , . | 14,615 10, 346 10,215 | 11,075 7, 547 11, 095 
June. Sees 22 a ia 5 initia 11, 725 8, 582 17, 558 8, 662 5, 899 13, 562 
July. ean | 11, 263 9, 984 10, 704 10, 679 9, 473 19, 840 
BI wise oon checuase ny enreaiys 11, 943 5,634 | 14,486 | 10, 124 9, 098 18, 279 
September. ie 10, 586 7, 521 10, 916 8, 783 3, 677 19, 337 
Getliar:..<i-~2.: : 14, 805 12, 540 15, 993 | 8, 136 | 5, 796 15, 909 
November 7, 373 7, 329 10, 171 6, 942 10, 51 19, 492 
December ; 12, 353 10, 380 (1) | 8, 405 20, 539 (!) 
Total 11 months, January-Novem- 
ber : 116,367 | 122,823 | 145, 732 98, 853 78, 808 172, 156 
fotal full year. ; ; 128, 720 133, 203 (*) | 107, 258 99, 347 (') 





1 Not yet available. 
33913—59—pt. 1——-23 
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ATLANTIC PORTS 





Januery........-. , 707 13, 115 5, 532 12, 759 9, 328 

February - -- nae as 0, 927 7, 292 9, 828 , 784 

March..-- t , 76 10, 602 3, , 559 , O66 

16, 240 | i, , 366 9, 476 

9, 810 5, 60% , 409 , 165 

12, 776 8, OL: ), 637 ,or2 

i 8, 131 3, 342 | , 010 8, 122 

August. ,13 5, 071 8, 507 }, 218 10, 958 
Septem ber-_- 5, 45 5, 200 9, 303 | 7, 155 8, &52 | 

October._-_- »o 5, 274 , S06 7, 247 13, 681 
November... 3, 378 , 479 , 142 | 8,015 | 10, 172 | 

December g, 5, 962 | I | 2, 420 11, 895 


Total 11 months, January November-| 139, 545 97, 990 73,906 | 98, 208 | 100, 976 


Total full year | 148, 549 


| 103, 952 1 , 623 112, 871 





3 Not yet available, 


Officials of the Department and the grain trade recognize that a 
curtailment in east coast exports is resulting from the single subsidy 
allowance, but, in general, they do not believe it proper for the Gov- 
ernment to place east coast ports in a competitive position through 
assumption of freight cost differentials. Certain groups, notably 
railroads serving east coast ports, the New York Produce E xchange, 
and some individuals and firms having investments in east coast fa- 
cilities expressed a desire that relief in some form be afforded by the 
Government. However, most of the interested parties contacted by 
this staff believe that the most equitable and reasonable solution to 
the problem is for the railroads serving east coast ports to reduce 
freight rates to the extent necessary to establish competition. Pro- 
ponents of this solution include (1) such firms as Cargill, Inc., and 
Continental Grain Co., which have investments in east coast facili- 


ties; (2) small east coast grain traders, whose business existence de- 
pends on volume exports from the east coast; and (8) most grain 
firms which can export with equal facility from either coast. 

It was noted by the staff that a large segment of the grain trade, 
particularly those holding interests in the rent ago area, believe the 
advent of the St. Lawrence Seaway will have a “telling effect. upon 
the use of both east coast and gulf pore as export points. It is antici- 


pated that upon completion of the seaway, a large volume of ex- 
ports, now directed through east coast and mult ports, will be diverted 
to the seaway. Some exporters are already finding this route more 
economical by using small freighters. During the period of this in- 
vestigation Cargill, Inc., announced the beginning of construction of 
a large terminal on the seaway in anticipation of heavy movement 
by this route. Other firms informed the staff that they are planning 
sunilar terminals. 
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B. GREATER PERCENTAGE OF EXPORTS BY LARGE FIRMS 


Under previous competitive sales programs large grain firms real- 
ized no competitive advantage over smaller firms because of invest- 
ae nts in domestic facilities for obtaining, storing, and moving grain. 

Under the old program CCC moved its grain to port site and made 
it available there to all; thus exporters needed to concern themselves 
only with obtaining foreign sales and overse: is transportation. Under 
these circumstances investment in domestic facilities was unnecessary 
from the standpoint of a concern dealing only in exports. The PLUK 
programs, on the other hand, which place the responsibility for ob- 
taining, storing, and moving stocks of grain in the hands of private 
enterprise, result in a distinct advantage to large, integrated firms. 
The PIK program for feed grains has not been in effect for a period 
of time sufficient to permit an accurate evaluation of the trend toward 
increased domination by the larger firms. However, the increase in 
the percentage of exports by the larger firms is indicated in the fol- 
lowing table which shows the volume of corn exports handled by 

rious concerns for the same 4-month periods under each program: 


May through May through 
Firm name August 1957 Percent August 1958 Percent 
(in bushels) | (in bushels) 
Bunge 4, 075, 000 9 7, 816, 000 16 
( argill ‘ 7, O55, JOO 16 11, 753, vOO 24 
Continental. 11, 575, 900 25 10, Ge, 00 20 
Drey fus_. ‘ ' . 4, 421, 000 10 9, 510, 000 19 
Garnac__.._.. ‘ 1 420, 000 l 4, 900, 000 10 
C. B. Fox wists ‘ ‘ 3, 187, 000 | 7 2, 687, 000 ; 
Subtotal ; 30, 761, 000. | 68 47, 358, 000 04 
A}l others ; ; ee 214, 793, 000 | 32 2, 661, 000 6 
RO Sais toc anoweqa des eas cpenens 45, 554, 000 | 
| 


100 50, 019, 000 | 100 


Relative inactivity by this firm in corn exports for the period is attributed to concentration in other 
grain exports. 


2A large portion of this amount is accountable to exports by Tricerri Co., 6,075,000 bushels, and Inter- 
oceanic Commodities Co., 2,292,000 bushels. These firms are now inactive in the grain export business, 


Department officials and trade sources recognize the benefits accru- 
ing to large. integrated grain firms under the PILK programs. 


C, AGGRAVATED CCC INVENTORY CONTROL PROBLEMS 


Under the competitive bid programs CCC supplied all grain to be 
exported. Use of CCC-owned grain for export allowed “the move- 
ment of such grain out of the produci ing areas, through subterminals 
and terminals to export points. This arrangement permitted CCC 
to constantly refresh its stocks and make foreign disposal of grains 
having questionable storability or other depreciating factors. The 
program also permitted CCC to move stocks in order to relieve con- 
gestion in inland stor age areas. 
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Under the PIK programs much of CCC's flexibility in the manage- 
ment of its inventories has been lost. Excluding that portion of CC C- 
owned stocks moved for purposes of exe hange, barter, and donation 
programs (not considered in this study), export movement of CCC 
grain is limited to that amount used to redeem subsidy certificates 
(payment-in-kind certificates). 

This amounts to only a small fraction of the total volume of grain 
moved by CCC under the old programs. The balance of CCC’s stocks 
which would have gone into e xport under the previous programs are 
thus immobilized in the interior in order to avoid unnecessary freight 
costs. 

At the time of this investigation this situation had not yet had a 
sgnificant effect on CCC’s inventory problem. It is anticipated, how- 
ever, that the continued limited use of CCC stocks for export will tend 
to heighten serious storage problems already existent because of this 
country’s large grain surpluses. The necessity for construction of 
additional inland storage facilities will result from the above factors. 
Messrs. Joseph Haspray, Director, and Bernard Tyarks, Chief, In- 
ventory Management Division, CSS Commodity Office, Evanston, 
[ll., stated that theoretically the PIK programs would result in addi- 
tional accumulations at producing areas: however, that because of 
present shortage of inland storage facilities it will still be necessary 
to ship surpluses throughout the jurisdiction of that office including 
east coast port facilities. 

It was pointed out by Department officials and trade sources that, 
although the new PIK programs would minimize CCC's opportunity 
to move stocks, it would also result in a reduction of takeover by CCC 
to the extent of the grain exported through commercial channels (free 
stocks) and that savings resulting from the elimination of CCC's 
handling of such grain must be considered in evaluating the progranis. 

It appears that an adverse effect is already developing within the 
jurisdiction of the Minneapolis commodity office. Because of the dis- 
tance of this office from export points, it is not being used by exporters 
for redemption of subsidy certificates. Mr. James A. ( ‘ole, Director, 
evidenced concern over the failure of his office to obtain a share of 
certficate redemptions and indicated that this fact was complicating 
his inventory control problems. To illustrate his problem, he ad- 
vised that CCC’s barley inventory in his office was greater than the 
combined inventories of all other commodity offices, yet all redemp- 
tions had been from other offices. He stated that the enforced long- 
term storage of this barley increased bis difficulty in finding space for 
new crop takeovers. 





M 
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The capacity of commercial warehouses operating under the uni- 
form grain storage agreement at August 25, 1958, and contemplated 
expansion by July 1, 1959, are shown in the following table: 


4 
Capacity of warehouses approved under UGSA and estimates of new commercial 


construction 


{In thousands of bushels] 











Commodity office 


Dallas commodity office: 
Alabama 


Arkansas Peed Gacd 


Georgia 
Louisiana 
Mississippi 


New Mexico..... unc iters 


North Carolina 
Oklahoma 
South Carolina_. 
Tennessee 
Texas. 


PR inh Joico oa ays 5a 

Evanston commodity office: 
Delaware... 5g 
Illinois 
Indiana 
Iowa 
Kentucky 
Maine 
Maryland 
Massachusetts 
Michigan 
New York 
Ohio 
Pennsylvania 
Virginia pices 
Wisconsin (Milwaukee) - 


Total_. 


Kansas City commodity office: 
Colorado 
Kansas__. ‘ 
Missouri 
Nebraska 
W yoming 
East St. Louis, Ml 
Council Bluffs, lowa 


Te 6 bass . 


Minneapolis commodity office: 
Minnesota ‘s 
Montana_-_-____- 

North Dakota. -- 
South Dakota 


Wisconsin: (except Milwaukee). _- 


Sioux City, Iowa__-__-- 


Total 


Portland commodity office: 
Arizona 
California 
Idaho 
Nevada 
Oregon 
RUGRR. 5 can 
Washington 


Total 


U.S. total 


A 


Approved | 
ug. 25, 1958 


740 
231, 733 
58, 305 
207, 437 
13, 941 
300 

4, 800 

1, 000 
18, 602 
67, 259 
56, 230 
5, 051 

5, 928 

7, 306 


678, 632 


98, 358 
262, 213 
2, 745 | 
9, 375 
10, 164 


959, 214 


219, 596 | 

38, 624 | 

94, 869 | 

53, 788 | 
49, 684 

4, 506 | 
461, 067 


9, 055 
64, 844 
34, 493 


Expansion 


| contemplated 


by July 1, 1959 








40, 800 


10, 000 
52, 000 
8, 000 
30, 000 

200 


101, 769 
24, 138 
2, 670 
12, 517 
19, 476 
1,370 
1, 000 





364 


The degree to which the PIK programs have contributed or may 
contribute to the need for additional inland stor age facilities is not 
determinable. The new programs have resulted in reduced use of 
east coast port elevators. However, it is important to note that port 
elevators are considered in the trade as primarily “turnover” houses 
and, because of their high construction cost, are considered uneconom- 
ical for use for long-term storage. Further, capacity of east coast port 
elevators is relatively insignificant (about 55 million bushels) in rela- 
tion to total national storage capacity and CCC inventories. 


Part 3. Cotton Classing—Cotton Export Sales Programs 
I. Corron CLasstNc STANDARDS 


The Grading and Marketing News Branch of the Cotton Division, 
AMS. is assigned the responsibility for the classing of cotton. Cotton 
—_ is the art of describing the quality of cotton in terms of 
grad » and st: aple length according to the official cotton standards of 
the United States. For grade, classification is based on appearance 
and is accomplished « ‘hiefly through the sense of sight by integration of 
the three factors of grade (color, leaf, and preparation) in the sample. 
Classification for staple length involves both sight and touch, and is 
made by pulling out and comparing a typical portion of fibers from a 

sample with the official standard staple types. 

All cotton classed by the Government is classed for grade and staple 
length according to the official standards of the United States. Of 
the : 25 grades for upland cotton now in effect, 24 were promulgated by 
the Sec oretary of Agriculture on August 12, 1952, effective August 15, 
1953, under the United States Cotton Standards Act and the cotton 
futures provision of the Internal Revenue Code. An additional 
descriptive grade was added in 1957. Since these standards have been 
agreed upon and accepted by the leading world cotton associations and 
exchanges, they are also termed and referred to as universal standards 
for United States upland cotton. Eleven grades, namely, Good Mid- 
dling White through Good Ordinary White, and Strict Middling 
Tinged through Low Middling Tinged, are represented in physical 
form by boxes of standards which are prepared by the Department of 
Agriculture for distribution to cotton classers. The other 14 grades 
are descriptive. Official standards for staple length have also been 
promulgated by the Department. They are represented by physical 
samples which are prepared and distributed by the Department. 

Under the Smith-Doxey Act, producers who form organized groups 
for cotton improvement and who comply with certain requirements are 
entitled to have their cotton classed by U.S. Government classers with- 
out paying a fee. The samples submitted for this classification serv- 
ice must be sealed samples drawn by means of an automatic sampler 
or be cut from both sides of the bale by a bonded sampler or a public 
warehouseman who issues negotiable receipts. A cotton classification 
memorandum form 1 (green card) showing the official grade and 
staple length of each sample i is issued by the AMS cl: assing office serv: 
ing the territory where the cotton is ginned. The samples become 
the property of the Government after classification. The class cards 
may be used by the farmers in selling the cotton or obtaining CCC 
loans. Approximately 90 percent of the cotton ginned in the United 
States is classed under the Smith-Doxey Act. 
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A classing service for obtaining loans is also provided for producers 
who are not members of organized cotton improvement groups under 
the Smith-Doxey Act or who do not avail themselves of the classing 
service provided under that act. A fee of 25 cents per sample is 
charged. Classification for the general public, for foreign cotton and 
for certification on futures is also provided on a fee basis of 25 cents 
per sample. 


A. COTTON CLASSING STANDARDS IN RELATION TO IMPROVED TEXTILE 
MACHINERY 


The House Appropriations Committee in its House Report No. 
1584, page 22, dated March 28, 1958, made the following statement 
pertaining to the cotton classing standards: 


Testimony before the committee indicates that significant improvements are 
being made in equipment for cleaning, bleaching, and Other operations of the 
textile industry, which change the relative values in use of various cottons. 
In view of this development, it is believed that a change in the cotton classing 
standards of the Department might be in order. Therefore, the committee 
requests that the Department conduct a special study during the next year on 
this subject and be prepared to make recommendations at the next session of 
Congress. 


In connection with this study, Mr. Rodney Whitaker, Deputy 
Director, Cotton Division, AMS, advised this staff on September 8, 
1958, that: 


During the past several months we have discussed equipment for cleaning, 
bleaching, and other textile operations with officials of cotton mills both in 
this country and abroad. These officials are not aware of any improvements in 
this equipment which would require a change in the official cotton standards. 
Based on our studies and on opinions expressed by some producers, shippers, 
and spinners, developments in recent years in methods of harvesting and in 
cleaning, drying, and other equipment at gins have resulted in changes in the 
leaf, color, and preparation of cottons prior to baling. A good example is the 
use of lint cleaners at gins to remove leaf and foreign matter from cotton in the 
ginning process. A recent report on gin equipment showed that 51 percent 
of all gins were equipped with lint cleaners in 1957 compared to a negligible 
proportion in 1945, Many gins are now being equipped with 2 or 3 lint cleaners. 
In some cases the use of multiple lint cleaners results in cotton having a grade 
factor for leaf which is from 1 to 3 grades higher than the grade factor for 
color. Such abnormal leaf color combinations are becoming more common with 
the greater use of lint cleaners and they present problems in both classification 
and standardization. 

In order to determine the adequacy of the current universal standards for 
grade of upland cotton, a thorough survey and study is being made of upland 
cotton produced throughout the Cotton Belt this year. A similar study was 
made of the 1957-58 crop and most other recent crops. Basically, these studies 
entail collection of typical samples classed into each grade in all our classing 
offices throughout the ginning season and then a selection by our standardization 
staff of the samples considered most representative of each grade. The samples 
finally selected for each grade are assembled into grade boxes for comparison 
with the official grade standards. Wherever possible, the standardization staff 
uses laboratory instruments in measuring quality factors in standards. The 
results of the study of the 1957-58 crop were presented in July 1958 to a small 
working group of expert classers representing domestic producers, shippers, and 
spinners. It was the consensus of this group and our staff that the current 
universal standards were adequate for classification of the 1958-59 crop but that 
the need for revisions in the light of changing harvesting and ginning methods 
should be further studied. 

The results of the 1958-59 study will be presented to delegates to the Universal 
Cotton Standards Conference scheduled for Washington in May 1959. These 
results will be considered in appraising the need for revision in grade standards. 
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In the meantime, the foreign signatories to the Universal Cotton Standards 
Agreement and the domestic cotton producers, shippers, and spinners have been 
apprised of the paragraph on cotton standards contained in the House Appro- 
priation Committee’s Report No. 1584. All of these groups have been requested 
to submit views and recommendations to guide us in the study of the 1958-59 
crop. 

We will await the results of the study of the 1958-59 crop and the views 
expressed by interested parties at the 1959 Universal Cotton Standards Con- 
ference before deciding whether to recommend changes in the standards. Some 
signatories to the Universal Cotton Standards Agreement have indicated in re- 
cent discussions that they want to split grade descriptions for light spotted 
eotton made official standards. The present official standards for spotted cotton 
are descriptive grades (represented by written descriptions rather than actual 
boxes of samples) but some groups, particularly the domestic shippers and for- 
eign signatories, have previously recommended changing these standards from 
descriptive to physical standards represented by boxes of samples. Proposed 
grade boxes for spotted cotton have been made available to the public for the 
past several years on a “field trial” basis. 

In addition to our annual surveys and studies of standards and the special 
study requested this year by Congress the Department is presently establishing 
a pilot testing plant in cooperation with Clemson College that will be partially 
used in standardization and quality measurement research. 

This staff discussed with the various segments of the cotton industry, 
including producers, merchants, and mills, the question as to whether 
the Department’s classing standards have kept pace with the changing 
value of cotton to the processor due to improved textile machinery 
and related processes. The persons interviewed did .not believe there 
were any significant changes in textile machinery which would neces- 
sitate any changes in the classification standards. Representatives of 
the cotton mills advised that improvements have been made which have 
reduced their processing costs and speeded up their operations. These 
improvements include increasing the speed of the spimning machines, 
using larger yarn bobbins, and increasing the number of spinning 
frames assigned to each spinner. The only effect of these spinning im- 
provements on raw cotton requirements has been a greater need for 
cotton of good spinning quality to meet the demands of higher produc- 
tion speeds. The mill operators advised that during the last year or 
so many mills found the combination of high prices and poor spinning 
quality in higher grades of cotton raised the cost of the usual type of 
goods produced to a noncompetitive level. It was necessary therefore 
to switch to the lower grades in order to produce products in a competi- 
tive price range. The increase in manufacturing costs as a result of 
using lower grow cotton is offset by the variance in the price of the 
cotton. However, some mills which have to satisfy discriminating 
customers cannot use the lower grade cotton. 


B. EFFECTS OF CERTAIN GINNING PROCESSES ON SPINNING QUALITY OF 
COTTON 


The mill operators are concerned with the effect of the present gin- 
ning methods which they claim raise the grade of the cotton but cause 
considerable damage to the spinning quality which is not reflected in 
the classification of the cotton. In this respect, they feel the producer 
is getting more than the cotton is worth. They feel that (1) consider- 
able research must be done to determine the extent of the damage to 
the cotton fiber by present ginning methods and (2) improved meth- 
ods should be developed for measuring the spinning qualities of cotton 
in order that spinning qualities can be reflected in the standards. 





In the fall of 1957 the Marketing Research Division, AMS, in coop- 
eration with the American Cotton Manufacturers Institute, National 
Cotton Council, and Institute of Textile Technology, began a study to 
determine the effects of certain gin drying and cleaning practices on 
fiber qualities, mill processing perfor mance and costs, and the quality 
and value of the finished cloth. The Department issued a report in 
August 1958 covering a segment of this study. The following sum- 
mary and conclusions were included in this report: 


The growth in recent years in the number of cotton gins installing and using 
additional cleaning and drying equipment has raised questions as to the effect of 
these cleaning practices upon the quality and value of cotton fiber. If, as has been 
alleged, these cleaning practices seriously impair the fibers’ processing potential 
and utility, market outlets for cotton may be seriously affected. 

Results of this study indicate that the use of additional overhead cleaning equip- 
ment, the reduction in lint moisture, and the use of lint cleaners substantially 
improve the grade of the cotton, but at the same time other quality changes occur 
which will significantly increase the cost of processing at the mill. 

These general conclusions are based upon data currently available from lab- 
oratory and mill tests of lots of cotton harvested by machines from a field in 

California during the 1957-58 season. These lots were subjected to varying levels 

of overhead cleaning, drying, and lint cleaning. The most intensive cleaning 
methods used in the test are in excess of levels usually recomended by ginning 
laboratories or cotton technologists. Samples of cotton were taken at all stages 
for laboratory evaluation. All lots were processed under uniform conditions in a 
commercial mill into a standard print cloth. 

The use of additional overhead cleaning equipment in gins and reduction of 
moisture content of lint adversely affected the length of fiber as determined by 
the fiber array method. This adverse effect was evident in samples of lint taken 
as the bale left the gin and also in samples taken at several stages in processing in 
the mill. Lint cleaners did not appear to exert a significant influence upon 
length. 

A reduction in moisture significantly increased the proportion of fibers shorter 
than one-half inch in the samples taken as the cotton left the gin and at all 
subsequent stages in mill processing. The adverse effect of the use of additional 
overhead gin cleaning equipment upon the occurrence of short fibers did not 
appear in samples taken at the gin, but was evident in samples taken at various 
stages in processing at the mill. Statistically, lint cleaners did not appear 
to affect the occurrence of short fibers at any stage. 

The results revealed no significant relationship between Pressley strength 
measurements of fiber as it left the gin and any cleaning methods. However, 
for samples taken at various levels of mill processing, it was found that there 
was a slight, but significant, difference in strength due to differences in moisture 
levels. The analysis indicated that the use of overhead gin equipment and lint 
cleaners resulted in significant differences in strength, but this result was not 
consistent at all levels of processing. 

Results from the Shirley analyzer indicated, in most instances, that a 
reduction in moisture and the addition of overhead and lint cleaning equip- 
ment all reduced visible foreign matter. However, mill waste was significantly 
affected only by the differences in overhead and lint cleaning equipment. 

Use of more elaborate cleaning practices at the gin appeared generally to 
have a small adverse effect upon the yarn appearance index and upon the break 
factor but, because of some inconsistencies, these results were not conclusive. 

Neps in card web were significantly increased when additional overhead 
equipment at the gin was used, but did not appear to be affected by lint cleaners 
or differences in lint moisture levels. 

Ends-down (yarn breakage) in spinning both 30s and 40s yarns were 
significantly increased when moisture was reduced during ginning and by the 
use of lint cleaners. Differences in overhead equipment did not appear to be 
significantly related to the occurrence of ends-down. A high positive correla- 
tion was found to exist between the occurrence of ends-down and the proportion of 
short fibers. About 64 percent of the variation in the ends-down in spinning 30s 
yarns and 86 percent in spinning 40s yarns was associated with variations in 
the proportions of fibers shorter than one-half inch. 
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Prior to 1946 or 1947, mills were using higher grades and longer: 


staples because of the increase in the speed of their spinning opera- 
tions. With the advent of machine picking on a noticeable scale about 
1946-47, the cotton being brought to the gins was found to contain more 
trash and moisture. To counter this condition, the gins began to add 
additional lint cleaners to their ginning processes to improve the grade 
of the cotton they ginned. By 1957-58, 32 percent of the crop was 
being machine pic ‘ked. 

Hand- picked and machine-picked cotton require different ginning 
processes. It is estimated that machine-picked cotton averages 132 
pounds more trash in the quantity of seed cotton required to produce 
a 500-pound bale and 3 to 4 percent more moisture than hand-picked 
cotton. For years, cotton has been ginned in the order in which it 
arrived at the gin. Under present ginning practices of turning out a 
bale of cotton every 6 to 10 minutes, there is not time to adjust the 
machinery and drying temperatures to gin the different types of seed 
cotton according to the method by whic h it was picked. Accordingly, 
the gins are now being encouraged to change their ginning from a 
first-come-first-served basis to a schedule of ginning hand-picked or 
machine-picked cotton at certain times or on certain days. This pro- 
cedure is called grouping in the trade. 

The staff was furnished material by representatives of the National 
Cotton Council showing a comparison of the monetary values of (1) 
a hand-picked bale of cotton when ginned correctly by methods de- 
signed for hand-picked cotton and when ginned by methods designed 
for machine- picked cotton: and (2) a machine- picked bale of cotton 
when ginned correctly by methods designed for machine-picked cotton 
and when ginned by methods designed for hand-picked cotton: 


Hand-picked cotton (S-9 percent moisture) 
= 
Ginned by methods fo Ginned by methods for 
hand-picked cotton machine-picked cotton 


Grade. -_...-- j M. SM. 

ee eee : 1} 16 ; inches.- 1442 inches, 

Lint moisture. - ----- 6-7 percent. ‘ 3-4 percent. 

Bale weight _- ; 500 pounds 481 pounds (weight 'oss due to 
removal of moisture and 
trash). 

Lint value (per pound, 1955 loan, aver- | 35.50 cents__--. : 35.50 cents. 

age location). 
Bale value-.- $177.50___- ; $170.75. 


Note.—Loss per bale by not grouping for proper ginning, $6.75. 


Machine-picked cotton (11-12 percent moisture) 


Ginned by methods for Ginned by methods for 
machine-picked cotton hand-picked cotton 


Grade. 3 -| SLM .. | LM. 

Staple . eee mae 16 inches | 1416 inches. 

Lint moisture - Lda i | 5-6 percent_ ..| 7-8 percent. 

Bale weight | 500 pounds ..| 523 pounds (weight gain due 
| to extra moisture and trash). 

Lint value (per pound, 1955 loan, aver- | 33.80 cents 31.05 cents. 

age location). | 
Bale value ats ; ------} $162.39. 


Norte.—Loss per bale by not grouping for proper ginning, 


son hf ht foe ee 
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The foregoing comparisons were based upon data developed by the 
National Cotton Council and U.S. Department of Agriculture Gin- 
ning Laboratories. 

Mr. George S. Buck, Jr., of the National Cotton Council, in a 
speech in September 1958, discussed the use of mechanical harvesters 
and modernized ginning equipment. He stated: 


x %* 


* these two developments are interrelated and interdependent. Short- 
ages of farm labor and rising costs necessitated the mechanization of the ex- 
pensive hand-picking operation in many areas of the U.S. Cotton Belt. Losses 
of grade, however, due to higher content of trash and foreign material in the 
mechanically harvested cotton at one time seriously threatened this essential 
development. To maintain the farmer’s return, so closely associated with the 
grade of the cotton, ginners modernized their equipment by adding various types 
of stick, leaf, and burr extractors, as well as tower dryers and lint cleaners. 
The question now arises: Is a Middling inch cotton which was hand picked and 
ginned under the old conditions the same in spinning and use value as a Middling 
inch cotton which was machine picked and then processed through one of to- 
day’s elaborately equipped gins? This question has led to considerable con- 
troversy in the United States. There is a body of evidence which shows that, at 
least under some conditions, these two cottons do not have the same value to mills. 
Their spinning performance may differ. In some cases the difference can be 
detected by a competent classer prior to spinning, but in other cases these differ- 
ences are not so apparent. This, then, is one of the basic quality evaluation 
problems our industry must resolve. * * * 














Mr. Buck mentioned several tests which had been made concern- 
ing the effects of these practices on the quality of cotton, and then 
stated: 













Yet in spite of all of this activity, all this research and testing. much of the 
information we have gained is still fuzzy, uncertain, controversial. The mill- 
scale spinning tests and the fiber tests leave an important gap in our information. 
Mill reports on particular cottons differ, probably because of differences in 
equipment and processing conditions. There seems to be no doubt that cotton 
can be damaged by elaborate ginning procedures, particularly if it is overheated 
before the mechanical working it receives at the gin. However, it has not been 
established that cotton cannot be ginned by this same equipment without sig- 
nificant damage if the ginning is under adequate supervision and control. * * * 












C. COTTON CLASSING STANDARDS IN RELATION TO 
PRODUCERS 


PAYMENTS TO 





Mr. Whitaker advised as follows with respect to the use of split 
grades in classing cotton and whether the standards being used result 
in proper payments to the producers: 


It should be noted that split designations are not used in substitution for of- 
ficial grade designations but, where applicable, are used to describe a standard 
grade in greater detail. Basically, split grades are in the nature of half grades 
that oftentimes bring premiums in the market place. In response to long con- 
tinued and urgent demands by farmer interests the Department undertook in 
1947 to use split grades in classing cotton for farmers under the Smith-Doxey 
Act. 

A producer having grade and staple information on his cotton is certainly in 
a better position to bargain for a fair price than a producer who does not have 
such information. Practically all cotton is sold on the basis of grade and staple 
length although there are many other quality factors such as strength, ma- 
turity, fineness, and length uniformity that also effect the ultimate spinning utility 
of cotton. Since the standards being used represent only grade ani staple 
length, we cannot say they fully reflect the true spinning utility of cotton. The 
world pricing system for cotton, however, is based largely on grade and staple 
determinations and, faulty as it may be, classing seems to be the only practical 
system now available for grading cotton. Progress is being made in the labora- 
tory and it is to be hoped that a more objective grading system will eventually 









be developed. Even though the grading and pricing system currently used for 
cotton is not perfect the farmers do have access to much more quality and price 
information than in earlier years, particularly before passage of the Smith- 
Doxey Act in 1987. Almost 90 percent of the crop is now classed for farmers 
and much of it is sold on the official class. This contrasts with the earlier prac- 
tice of “hog-round” selling by farmers with little price recognition in local 
markets of the better qualities. 


The following statistics obtained from AMS show the percentage of 
cotton classed as spotted and light spotted for the crop years begin- 
ning August 1, 1953, through August 1, 1957: 


Percent of total ginnings 
Crop year beginning Aug, 1 classified as spotted (in- Percent of total ginnings 
cludes bales classed as | classified as light spotted 
| light spotted | 


1953... Tana Not available. 
1954__. ae 3 Do. 

1OSS... 22. | 16.5... | Do. 

1956__- | 16.8 (2,212,816 bales 14.9 (1,962,768 bales). 
Ole clkice<~ ‘ } 31.4 (3,393,590 bales 22.1 (2,386,257 bales). 


The foregoing summary indicates a considerable increase in the 
number of bales being classed as spotted cotton and also indicates 
that of the total spotted cotton, about 89 percent was light spotted 
in 1956 and about 70 percent was light spotted in 1957. Since the 
price support loans for these vears did not provide for any difference 
in the discounts between spotted and light spotted cotton, the pro- 
ducers whose light spotted cotton was put into the loan program re- 
ceived the same price as those whose cotton was classed as spotted. 
The loan discounts on Middling 1-inch spotted cotton for crop years 
1956, 1957, and 1958 was approximately $22, $29, and $36 per bale, 
respectively. The producers with light spotted cotton had the al- 
ternative of selling their light spotted cotton to the trade at prices 
generally higher than the loan rate for spotted cotton. However, 
the producer associations and the trade agreed that the producer 
would get a higher price for his light spotted cotton if the loan rates 
reflected separate discounts for spotted and light spotted cotton. 
They stated that this situation should be remedied by the Agricultural 
Act of 1958 which provides in part that: Beginning with the 1959 
crop, in adjusting the support price for cotton on the basis of grade, 
the Secretary shall establish separate price support rates for split 
grades and for full grades substantially reflecting relative values. 
Under this provision of the act the Department will establish separate 
loan rates for spotted and light spotted cotton reflecting their relative 
values. 

The various segments of the cotton industry agreed that present 
classification standards do not reflect the true value of cotton with 
respect to its spinning quality. The classification is based on grade 
and length of staple only. Generally no consideration is given to 
the elements of character which include tensile strength, fiber fine- 
ness, length uniformity, spiralty, pliability, and cohesiveness of the 
fibers. There are no standards for classing these properties of char- 
acter. Some of them are measurable with laboratory instruments but 
others are not. Generally the trade felt that at the present time the 
Micronaire test for fiber fineness and maturity was the only additional 
measurement which could be included in the classification of pro- 
ducers’ cotton on a practical basis. Mr. Edward J. Overby, Director, 
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Cotton Division, AMS, advised with respect to the Micronaire test 
that: 


This measurement is probably the one that is most widely recognized and used 
along with grade and staple determinations in commercial transactions. We 
have received some requests, including several from Members of Congress, to 
give consideration to making micronaire determinations on cotton classed for 
farmers. A question as to whether micronaire determinations should be made 
on all cotton classed for farmers was asked a panel at the Spinner-Breeder 
conference in Lubbock in October 1958, and the panel indicated it thought such 
action would be desirable. This opinion of the panel was not contested by 
anyone in the audience. 

The rules of cotton futures exchanges now require that all cotton delivered 
on futures have a micronaire reading of 3.5 or higher. 

Many of the larger cotton firms now provide for price discounts for cotton 
having a micronaire reading of less than 3.5. For example, discounts for 
cotton with micronaire readings of 3.0 to 3.4 have been reported in several in- 
stances at about 1 cent per pound; discounts for readings from 2.5 to 2.9 at about 
2 cents per pound; and discounts for readings below 2.5 from 8 to 5 cents per 
pound. During the 1957-58 season in the South Plains of Texas, discounts at 
times ranged from 12 to 20 cents a pound for some cotton that was reduced in 
staple length because of defective character and was therefore ineligible for 
the CCC loan program. Cotton that is reduced in staple length for defective 
character generally has a very low micronaire reading. As far as we know 
little if any premium has been paid for cottons having a reading of more than 3.5. 

Published data is available on the estimated micronaire for the 1957-58 crop 
in the South Plains area of Texas. Ginning in the counties included in this 
micronaire study totaled more than 1.5 million bales for the season. The esti- 
mate shows that 13 percent of ginnings had micronaire readings of less than 
2.5; 31 percent had readings of 2.5 through 2.9; 19 percent had readings of 3.0 
through 3.4: and 37 percent had readings of 3.5 or higher. Based on this esti- 
imate, 68 percent of total ginnings in the area had micronaire readings of less 
than 3.5 and were therefore untenderable on futures. 

If all cotton that is classed for farmers were to be tested by the micronaire, 
it is probable that CCC would take this quality factor into account in establish- 
ing loan differentials. If such differentials were based on actual prices in spot 
cotton markets, as is done in establishing premiums and discounts for grade and 
staple, micronaire would seem likely to be Only a discount factor at this time. 

Until such time as the commercial pricing system provides for premiums as 
well as discounts for micronaire the inclusion of such values on classification 
certificates issued to farmers would tend to lower the dollar value the producer 
receives for his cotton. Moreover, it appears that producers in the South Plains 
area of Texas would have suffered dollarwise in the 1957-58 season even if a 
pricing system that provides premiums for high micronaire cotton had been in 
effect. 

It is possible that including micronaire determinations on all cotton classed 
for farmers would tend to raise the level of prices for all cottons with micro- 
naire readings of 3.5 or higher even though no premiums might be paid for 
high micronaire cotton as such. If micronaire readings were available with 
grade and staple length on farmers’ cotton classification certificates, buyers 
would have a means of culling out undesirable micronaire cotton before pur- 
chase and this might increase the competition for good micronaire cotton. 

We think that a large majority of producers do not understand micronaire 
values at this time. The same might also be said of some shippers and spinners. 
More educational work as to the meaning of fiber fineness and maturity determi- 
nations on the micronaire instrument would certainly be desirable before at- 
tempting to place this measurement in the classing system On a general scale. 
The micronaire instrument reads the relative fineness or coarseness of the fibers 
which reflect for most cottons the maturity of the fibers. For most varieties a 
micronaire reading of less than 3.5 indicates fine fibers that reflect immaturity. 
Such cottons are generally undesirable from a standpoint of spinning perform- 
ance and yarn appearance. On the other hand, cotton having fine fibers that 
are mature may be highly desirable. The fibers of a few strains of cotton, 
particularly Acala 1517, are naturally fine. Yven though the fibers may be 
mature and desirable, micronaire readings for these cottons will be lower than 
for other cottons that are comparable as to maturity but that are naturally 
coarser fibered. Situations of this kind need to be understood and recognized in 
transactions involving micronaire readings. 
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Ii. Compartson or CCC's anp Exporters’ CLASSIFICATION AND SALES 
PrIcE OF C‘oTron 


A. RECLASSIFICATION OF CCC COTTON AFTER SALE TO EXPORTERS 


CCC cotton export programs NO-C-7 and NO-C-8 provided that 
final settlement of CCC’s sale of cotton to a purchaser would be 
based on (1) reweights of the cotton at time of sale and (2) the classi- 
fication of the cotton as shown in the catalog unless the purchaser 
had the cotton reclassed by the Board of Cotton Examiners of USDA, 
in which case final settlement would be based on the reclassification of 
the cotton. 

Approximately 83 percent of all cotton sold under export sales pro- 
orams NO-C-7 and 8 was reclassed downward resulting in refunds of 
approximately 113 million dollars to exporters. The Department ad- 
vised the Agricultural Subcommittee of the Committee on Appropria- 
tions, House of Representatives, that the “Differences in the classifi- 

cation of bales at the time of entering the Commodity Credit Corpo-- 
ration (CCC) loan program and at the time of reclassification when 
the bales are sold by CCC may result from a number of different 
factors. Some of the more important of these are as follows: (a) 
changes in color and other quality factors of the cotton while in stor- 
age: (b) variations in the cotton itself; (c) variations in classing 
from time to time as a result of the human element; (d) culling of 
loan stocks through selective purchases of bales by cotton buyers: (e) 
occasional clerical errors on the part of Division employees; and (f) 
occasional errors at the gin or warehouse in the identification of bales 
at the time of sampling. Probably the most important factor con- 
tributing to lower grades assigned bales in reclassification for sale 
purposes is the deterioration of color and quality factors while in 
storage.” 

The staff pr taping from the New Orleans Commodity Office rec- 
ords a tabulation on 8,075 bales, selected at random, which were pur- 
chased under announcement NO-C-7 and 8 and reclassed. The tabu- 
lation follows: 


Results of reclassification with reference to grade and staple wnder sales 
NO-C-7? and 8 
; at etoile bes 
| 
| 


Raisedin | Lowered in No change in 
classification, | classification, | classification, 
percent percent percent 


Color, leaf, and preparation 
NO-C-7 


NO-C-8_. 


Both programs 


White to spotted: 
NO-C-7__--- 
NO-C-8.. 


Both programs 
Staple 
NO-C-7.. 
NO-C-8 


Both programs 








373 


The above tabulation covering 8,075 bales indicates that 63 percent 
of the total bales were reclassed downward in staple length, 29 percent 
remained the same, and & percent were reclassed upward. 

Mr. Rooney Whitaker advised the staff as follows with respect to the 
effect of storage on the staple length of cotton: “As far as we know 
there is no scientific information available showing conclusively that 
proper storage has any effect on staple length of cotton. Domestic 
mills have complained ‘from time to time about deterioration of st: 7 
in storage. This has been particularly notable with respect to CCC 
loan stocks marketed in recent years.” 

The Department has made no study to determine the number of bales 
downgraded because of staple length. 

Generally, the various segments of the trade agreed with the state- 
ments by the Department with respect to the reasons for the down- 
grading of the cotton purchased from CCC. Mr. Harmon Whitting- 
ton, president, Anderson, Clayton & Co., in response to the staff’s re- 
quest for his views regarding the reclassing of CCC cotton sold to 
exporters, furnished a “written statement previously prepared by his 
company. This statement indicates that the cotton sold under the 
earlier sales programs included stocks produced as far back as 1951, 
and states, in part 

For several years the USDA classers, when classing for the loan, were very 
liberal in their ideas of class for grade, color, preparation and staple; and par- 
ticularly so'as regards color because the Government official grade boxes carried 
noticable color * * *, The complaints about the certificated stock and the com- 
plaints from mills about the color in the official boxes resulted in the USDA’s 
promulgating new official boxes containing less color. These are the boxes now 
used in classing the cotton being sold by CCC and also for cotton being classed 
for the 1956-57 loan. The classification boards are more accurate than they 
were a few years ago. In classing against these new standards they cannot do 
anything but call the cotton down for color, with a resultant claim on the CCC. 

All of the mill representatives interviewed advised this stntf that 
some of the cotton which was reclassified as “spotted cotton” because it 
had “creamed up” in storage, did not suffer any loss of spinning utility 
and, therefore, this cotton at the spotted price was profitable to the 
mills. Itis noted from the preceding table that 79 percent of the bales 
sampled were reclassed downward from white to spotted and the bal- 
ance of 21 percent were unchanged. However, mill representatives 
pointed out that cotton from the current crops which was spotted as a 

result of weather conditions and other factors was not equal to the 
corresponding white grades in spinning and finishing performance. 

Mr. Overby on October 13, 1958, furnished the following statement 
regarding the reclassing downward of CCC cotton because of color, 
and the possible effect of the promulgation of new physical standards: 

* * * it is true that in the revised standards the dividing line between the 
white and spotted grades was moved toward the white side and the white 
grades, therefore, reflected less yellow color than the old standards. The change 
in the standards toward whiter cottons would, of course, make some cottons 
classed white on the old standards prior to August 1953 more likely to be re- 
classed spotted during any reclassification subsequent to August 1953. How- 
ever, based on our experience and studies with cottons in storage the major 
contributing factors to a change from white to spotted or even lower grades 
during any later reclassification is the change in the color of the cotton itself 
during storage. We would certainly expect that most cotton classed white 
prior to August 1953 would be reclassed several years later as spotted or possibly 
tinged even if no change whatsoever was made in the standards. We want to 
emphasize that it is our opinion that deterioration in the color of cotton during 
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storage is the major factor accounting for lower grades when the cotton is 
subsequently reclassed. 

While we would agree with the exporter that the old standards reflected more 
eolor than the revised standards, we want to point out that it would be neces- 


sary to have freshly prepared sets of both the old and new standards to make 
an accurate comparison. It is possible that the exporter compared an aged 
set of the old standards with a freshly prepared set of the new standards and 
the comparison reflected an exaggerated difference in color. 

The exporters and individual mill representatives generally believed 
that AMS did a good job in classifying cotton, particularly in recent 
years, but that the classers might be influenced at times by pressure 
from producers. However, AMS and the producer naaeeny ee as- 
sociations advised that pressure is also applied by the buying seg- 
ments. The executive committees of the North Carolina and South 
Carolina cotton buyer’s associations commented as follows with re- 
spect to the Government's classification of cotton : 

It is our opinion that the Government’s classification of cotton is very poor. 
The producers are planting seed which they think should produce 14.¢ inch and 
1549 inch cotton, Regardless of what length their cotton may actually be, if 
the Government classers don’t class their cotton in those staple lengths, they are 
on top of their Congressman and the Congressmen are on te: of the Agriculture 
Department. Anyone can surmise the answer, regardless of how accurate every- 
one wants to be. 

The classing of cotton is an art and not an exact science. However, well 
trained and experienced classers can make a reasonably accurate judgment of 
spinning quality. The Government has some well trained and experienced 
cotton classers. However, we consider it an impossibility for the Government 
to gather together full-time and part-time classers of the necessary ability to 
class all the cotton they have to class for the producers as fast and in as short 
a time as they have to do it. In view of the task involved, the Department of 
Agriculture has been given a job that cannot be done even in the neighborhood 
of reasonable accuracy, on the basis of their present setup. Therefore, what 
they are doing is tragically erroneous, and is a detriment to the producer and 
the entire cotton economy. 

As previously pointed out, the classification of cotton is an inexact 
science and dependent to a large extent on judgment. In discussing 
the accuracy of Government classification with various segments of 
the trade, conflicting views were presented to the staff. It appears 
that a clear resolution of the conflict in views cannot be made. 


B. COMPARISON OF CCC’S AND EXPORTERS’ CLASSIFICATION OF COTTON 


To determine the grades of particular bales and lots of cotton at 
the time of the loan thereon, at the time of sale by CCC to the ex- 
porter, and at the time of sale by the exporter to the foreign customer, 
the staff reviewed various cotton sales records of the New Orleans 
commodity office and selected therefrom certain tag lists (lists of bale 
numbers) upon which to base the above comparisons. These records 
reflect the class assigned to the bales at the time of the loan thereon as 
well as the class at the time of the reclass after sale. 

Under export sale NO-C-7, whereby CCC disposed of approxi- 
mately 1 million bales, the purchaser was required to export the iden- 
tical bales purchased. This requirement permitted the staff to make 
its selection of tag lists from any of the sales under this program. 
Tag list selections were made from sales to 10 exporters including the 
5 largest purchasers, and such selections included those tag lists on 
which the averige refund per bale as a result of reclassification was 
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high. The tag list selected contained 11,027 bale numbers, or ap- 
proximately 1.1 percent of the bales sold under NO-C-7, 

The following tabulation discloses the results of reclassification of 
the above bales, based on records of the New Orleans commodity 
office : 


Results of reclassification Number of Percent of 
bales total 


Raised in classification j =i 161 
Lowered in classification : 10, 063 
No change in classification. beats bashes cede ccede 803 | 


Total a J $3 Jbdidna 11, 027 | 
' 


Under export sale NO-C-8, whereby CCC disposed of approxi- 
mately 7,700,000 bales, the purchaser was not required to export the 
identical bales purchased from CCC, provided the purchaser exported 
other cotton weighing at least the same as those bales purchased under 
this program. Under this program, however, certain exporters did 
notify the New Orleans commodity office of their exportation of bales 
identical with those purchased. Accordingly, the staff acquired for 
this analysis tag lists pertaining to all of the bales known to have been 
exported on an identical bale basis. The tag lists selected contained 
53,955 bale numbers, or approximately 0.7 percent of the bales sold 
under NO-C-8. 

The following tabulation discloses the results of reclassification of 
the bales selected by the staff, based on records of the New Orleans 
commodity office : 


Results of reclassification Number of Percent of 
. bales total 





Raised in classsification 
Lowered in classification 
No change in classification 


The bales selected for this analysis were purchased by 22 different 
exporters situated throughout the Cotton Belt and in New York 
City. The staff contacted 14 of these exporters located in Dallas and 
Houston, Tex.; Memphis, Tenn.; New Orleatia, La., and New York 
City to secure information as to export prices and classifications of 
cotton purchased from CCC. 

Concerning the comparison of the grade and staple classification 
applied to the cotton at the time it was reclassed with the grade and 
staple classification applied to the cotton by the exporter at the time 
it was exported, all exporters contacted by the staff advised such a 
comparison was not feasible. Most exporters estimated they sold 75 
to 80 percent of their cotton by types or on the basis of actual samples 
and not on the basis of official standards. They explained that either 
the exporter or the buyer would prepare a sample, a specimen of cot- 
ton representative of the cotton offered for sale or that which was de- 
sired by the buyer. These samples are or were capable of being classi- 
fied within one of the U.S. grade and staple designations. However, 
most of these samples were not categorized as to grade and staple 
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classification by the exporter. In addition, the samples are no longer 
in existence, whereby the grade and staple classification could be es- 
tablished by classing now in accordance with U.S. standards. Also, 
according to all the exporters contacted, in those instances where the 
exporter did describe the cotton by grade and staple at the time of 
export, such classification, in accordance with trade practices when 
shipping to certain foreign customers, is at its maximum tolerance. 
Often the cotton is described as a grade and/or staple higher than it 
would command domestically because of the leniency of certain buy- 
ers for foreign mills in classing the cotton. Finally, according to 
the exporters, many buyers for foreign mills encourage the applica- 
tion of grade and staple higher than its actual classification, if the 
price is commensurate with the actual classification, in order that the 
buyer can support his claim of possessing shrewd buying tactics by 
his ability to purchase grades and staples of cotton at, prices lower 
than the prices quoted on the markets for the same grades and staples. 

Of the 14 exporters contacted by the staff, only 2 were able to fur- 
nish their descriptive grade and staple, at the time of export, of those 
bales of cotton selected by the staff for this survey. 

The staff's review of 385 bales sold by 1 exporter disclosed that 379 
of these bales were sold to the foreign importer at a class higher than 
the reclass at. time of final sale by CCC, and 289 bales were “sold at a 
class higher than the original loan class. The review of 273 bales sold 
by another exporter disclosed that 255 bales were sold to the foreign 
importer at a class higher than the reclass and 115 bales were sold at 
2 class higher than the original loan class. 

Of the 658 bales mentioned above, 482 were reclassed as spotted or 
light spotted. Only 17 of these bales were resold by the exporter as 


spotted or light spotted cotton. 


C.. COMPARISON OF CCC’S AND EXPORTERS’ SALES PRICE OF COTTON 


Notwithstanding the classification it would appear that the price at 
which an exporter was willing to sell his cotton and the price at which 
the foreign Sarae was willing to purchase, would be a reasonable in- 
dication of the value of the cotton. Accordingly, all exporters con- 

tacted by the staff were requested to furnish the prices at which they 
sold those bales appearing on the tag lists selected by the staff from the 
sales records of the New Orleans commodity office. 

Of the 14 exporters contacted, 5 were unable to furnish the desired 
information. Anderson, Clayton & Co., Houston, Tex.. furnished 
their available records. A study of these records by the staff resulted 
in developing only the aver: aged costs, averaged handling charges, and 
averaged selling prices on a very small number of bales. The records 
were not conducive to accurately acquiring the information desired. 
However, the sampling performed by the staff, the accuracy of which 
is in doubt because of the nec essity of averaging, disclosed that profits 
per bale, before overhead was deducted, ranged from an averaged per 
bale loss of $8.45 to an averaged per bale profit of $18.15. 

A. Campdera and Co., Inc., Dallas, Tex., refused, on the advice of 
their counsel, to furnish the information desired by the staff because 
the staff members could not guarantee the company immunity from 
litigation should any information furnished be subsequently deter- 
mined to be detrimental to Campdera. 





R. L. Dixon and Bros., Inc., Dallas, Tex., advised the staff that a 
substantial portion of their records pertaining to the request by the 
staff are, if still in existence, in their office overseas and therefore not 
readily available. 

Hohenberg Bros. Co., Memphis, Tenn., and H. Molsen and Co., 
Dallas, Tex., advised the staff their records were not arranged to per- 
mit acquisition of the information desired by the staff. 

The following schedule sets forth the results of the information ac- 
quired from the other nine exporters and the New Orleans commodity 
office as to the costs, selling prices, and profits realized by the exporters 
on certain cotton export sales under programs NO-C-7 and NO-C-8: 


Summary of sales of bales of CCC cotton to selected exporters showing gross 
profits and average profit per bale realized by exporters 


Per bale 
Profit 
before 
Actual han- Esti Profit Profit 
Selling averaged dling | mated |, (loss) | before | Profit 
Exporter s price (ex- | cost after’ charges) han- before han- (loss) | Aver- 
porter’s)* refund 4 and dling over- dling | before | age re- 
over- (charges*) head? | charges' over- | fund 
head and head ? 
over- 
head & 


95 $14, : $2. 67 $1,469 | $1,205 $28.14 | $12.68 
169 24, 3, 65 2, 756 900 21. 66 5. 33 
203 28, 07 25, . 53S 2, 100 439 

4 13, ? . YS6 663 

74 8, ~oLo , O 350 287 

4() 4, ‘ 35 480) (130) 

0) 5, &, 3 600 (163) 

39 5, & 645 , 186 655 531 

Ys 13, d 2,3 »a2e 1,119 
222 26, 3, 776 , 642 2, 280 362 
105 13, ; , B3% 772 1, 060 
168 22, : . 958 3, 116 

, 000 i 22, 64 20, 221 2, 500 
480 ) 02, ,029 | . 9,779 1, 250 
200 ais 24, 27% 3, 5f 4,787 | (1, 236)! 
385 55, 3Y, >, 216 9, 856 6, 360 
850 , aS, , 14: 3, 400 1, 743 
000 ‘ , 24% 8, 093 4, 150 

, 600 : 9, 756 3, 449 3, 307 

2,158 /|1, : , 432, , 236 O71 25, 165 
3, 183 t , 466 867 6, 599 
966 : 5,830 | 3,854 1, 976 

, 606 : , 218 9, 83% 6,477 3, 355 

, 860 4k 29, 592 | 19,547 | 10,045 
900 21, 2, ae 6, 936 1, 802 

3, 400 wa 6 35, 332 | 13, 279 
443 , . 3, 2, 232 912 

, 637 : 5 1, 252 3, 318 
690 , 27% », 478 5, 069 1, 409 
295 4 25, 3, 71E 9, 735 3, 980 
200 5, 3, 149 7,814 

1,424 061 | 43,875 16, 186 


WMNNMm NNW hhh bh te 


we 


Total ; 42, 634 5 > 


Exporters requested their identities remain confidential because they considered the resul 
usiness operations confidential 
2 Consists of all bales in sale or tag list or the largest number thereof reasonably available 
Actual selling price of bales or the averaged selling price of those bales tested. 
4 Actual final CCC sales price to exporter or averaged CCC sales price on those bales tested, adjusted 
eclass/reweigh refund 
Column 3 less column 4 
Exporter’s estimated handling charges; i.e., freight, compression, insurance, warehousing, interest, tare, 
ete., based on actual weight of bales tested or number of bales tested at an average of 500 pounds each. 
7 Column 5 less column 6 
§ Column 5 divided by column 2 
Column 7 divided by column 2 
Cotal refund to exporter, as the result of reclass/reweight, divided by number of bales ir 
1 which refund was mad 
Export r’s sales contract with foreigt 
n purchaser was entitled to an 


urchaser 


yy 
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It is noted the foregoing schedule lists the exporter’s profit or loss 

before overhead ranging from a loss cf $6.18 per bale to a profit of 
$39.07. All exporters contacted by the staff were requested to furnish 
an estimate of their overhead applicable to these sales. Only 4 ex- 
porters of the 14 contacted were able to furnish their estimate of the 
overhead applicable. Said estimates ranged from $2 per bale to $4.25 
per bale. Accordingly, since only a few were able to furnish an esti- 
mate of overhead costs, profits before overhead were computed in 
order to present the results on a comparable basis. 

When reviewing the above schedule, if the amount of the exporter’s 
net profit per bale before taxes is desired, it would be necessary to 
adjust profit or loss per bale before overhead by overhead costs of at 
least the minimum of the above-estimated overhead costs. 

In connection with the large amounts refunded as a result of re- 
classification, the General Accounting Office (GAO) made a limited 
study of certain export sales of such cotton. The study disclosed that 
424 bales of cotton were purchased by one exporter and resold to for- 
eign importers at a higher class than that assigned upon reclassifica- 
tion. For most of these bales, the class at which they were sold to im- 
porters was also higher than CCC's original loan class. The study 
also disclosed 451 additional bales purch: ased by 5 exporters which 
in most instances were resold to importers at a higher class than the 
class assigned upon reclassification and the original loan class. GAO 
used certain sales made under Public Law 480 for its study because the 
information pertaining to the class at which the exporters sold the 
cotton and the selling prices was available at the New Orleans Com- 
modity Office. On other sales, it would be necessary to obtain this 
information from the exporters. The following summaries show the 
exporters’ estimated gross profit on the sales of the 875 bales as com- 
puted by GAO and the average gross profit per bale as computed by 
this staff. It is noted that these schedules show gross profit and have 
not been adjusted for handling charges or overhead. The latter 
figures were not available to GAO. 


Summary of sales of 451 bales of CCC cotton purchased by exporters and sold 
to importers, showing original CCC sales prices, sales adjustments, and im- 
seiner purchase siete 


| Sales adjust- } Exporters’ 
Num-| Original | ments, re- CCC’s esti- | Importers’ Exporters’ estimated 
Exporter jber of CCC sales | classand | matednet | purchase | estimated | average gross 
| bales | price | reweights sales price price gross profit | profit per 
bale ? 


$11, 770. 16 $1, 895. 28 , 874.88 | | $12, 290. 46 $2, 415. 58 $23. 92 
13, 055. 59 898. 34 | 2, 157. 25 13, 537. ¢ 1, 380. 09 - 41 
8, 477. 02 1,140.15 | , 336. 87 9, 039. £ 1, 702. 71 ‘ 
6, 717. 44 986. 14 | 5, 731. 30 | 6, 804. 1, 073. 60 
10, 191. 03 1, 643. 97 8, 547. 06 11, 951 3, 404. 41 | 


| 
sl at 
| 
| 
| 


451 50, 211. 24 6, 563. 88 3, 647. 36 53, 623. 7£ 9, 976. 39 
1 Includes insurance. é ; 
2 Exporter’s gross profit may be subject to adjustment resulting from reclassification and reweighing 
made at the request of the importer. 
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Summary of sales of 424 bales of CCC cotton purchased by Dudley S. Weaver 
é Co., and sold to importers, showing original CCC sales prices, sales adjust- 
ments, and importers’ purchase prices 


| Sales adjust- | | Exporters’ 
Num-| Original | ments, re- CCC's esti- | Importers’ | Exporters’ estimated 
Importer |berof| CCC sales class and mated net purchase | estimated | average gross 
bales price reweights sales price price | gross profit _ per 
vale 


$18, 603. 10 $1, 880. 68 $16, 722. $20, 377. 69 $3, 655. 27 $29. 24 
29, 142. 77 | 3, 315. 05 25, 827. 72 33, 110. 36 | 7, 282. 6 36. 23 
14, 687. 18 2, 141. 75 12, 545. 4: 15, 353. 27 2 28. 65 


Total. | 4: "62,433.05 | 7,337.48 | 5,095.5 68,841.32 | 13, 745. 78 32. 42 
| | 


Exporters generally agreed that their operations under export sales 
programs NO-C-7 and NO-C-8 were profitable. However, they 
stated that the refunds as a result of reclassification were valid ad- 
justments of the sales price to reflect the true classification of the 
cotton and were not in the nature of windfall profits. The exporters 
pointed out that although they received refunds from CCC they were 
still faced with the problem of fulfilling their sales commitments 
to ship white cotton which was the type of cotton they had originally 
contracted to.buy from CCC. Upon receipt of CCC cotton it was 
found that a large portion was spotted. In the later programs they 
considered these factors when ordering cotton from the catalog. 
Some exporters also pointed out that they had consigned, without 
final sales contracts, considerable quantities of cotton to meet their 
export obligations under the CCC sales program. These exporters 
claimed that they will suffer a loss on this cotton and therefore this 
loss should be considered in determining their net profit from their 
operations under the CCC sales program. They were of the opinion 
that the limited test that the staff was making of computing the 
profit on certain bales is no indication of their overall results or any 
reflection on the accuracy of the reclassing. The exporters did not 
maintain separate records to reflect the net ‘results of their operations 
under the CCC sales programs and therefore the staff could not de- 
termine whether the exporters made exorbitant profits on these 
sales. 

I1f. Corron Export Sates Programs 


A. PAYMENT-IN-KIND AND COMPETITIVE BID EXPORT SALES PROGRAMS 


In January 1956, the Department of Agriculture initiated a series 
of cotton sales for export to reduce its large stocks of the commodity 
by offering them to the trade on a competitive bid basis above certain 
minimum prices. On April 23, 1958, the Department announced 
that. a cotton export sales program would be in effect for the 1958-59 
marketing year. This program designated as NO-C-11 was similar 
to the previous competitive sales programs initiated in 1956 (NOQ-C-7 
and NO-C-8) and continued in 1957 (NO-C-9). The Department 
also announced that the competitive bid sales program would be sup- 
plemented by a payment-in-kind (PIK) program to encourage ex- 
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ports from commercial stocks. The Department's justification for 
this supplemental program was that the CCC inventory of cotton 
was reduced to less than 1.4 million bales and therefore it would be 
necessary to draw from commercial stocks in order to maintain a fair 
historical share of the world cotton market for the United States. 

Under the PIK program, payments in the form of cotton from 
Government stocks are earned by exporters who export cotton from 
commercial stocks and register their sales with CCC. The exporter 
must (1) use such credit to purchase CCC cotton under its export 
sales programs within 90 days after the - ate of export of the cotton 
on which the credit was earned or July 31, 1959, whichever is earlier, 
or (2) request that such credit be ied not later than the end of 
such 90-day period or by August 31, 1959, whichever is earlier, in 
payment for cotton previously purchased from CCC. All cotton so 
acquired or substitute cotton must also be exported. Payments may 
be made in cash if CCC determines that cotton. is not available in 
CCC inventory in the quantity required to make export subsidy pay- 
ments in kind. On May 29, 1958, the USDA announced that the rate 
of payment under the PIK program would be 614 cents per pound. 
The rate is effective until changed and is subject to change without 
prior notice. 

On October 1, 1958, Mr. Walter C. Berger, Administrator, CSS, 
advised this staff as follows with respect to the need to continue 
present competitive export sales programs regardless of other pro- 
grams adopted : 

For the current marketing year, United States cotton could have been made 
competitive in world markets by a cash subsidy program, a payment-in-kind 
program, or a combination of either of these programs together with an export 


sales program (competitive bid program). Under circumstances existing dur- 
ing this marketing year, we see little to be gained by carrying out more than 
one type of program. However, we can foresee circumstances resulting from 
operation under the Agricultural Act of 1958, under which it would be highly 
desirable to sell cotton for export on competitive bids or to have that program 
in conjunction with either of the other programs. 


Mr. Ralph Raper, Deputy Director, Cotton Division, CSS, advised 
the staff that the circumstances referred to above pertained to the pro- 
visions in the Act wherein the grower is offered the choice of (a) 
complying with his acreage allotment and receiving a higher support 
price or (b) increasing his acreage by not more than 40 percent of 
his regular allotment and rec eiving a lower support price. Mr. Raper 
advised that if a substantial number of producers elect “choice (b)”, 
the overproduction may increase the CCC stocks considerably. 
Therefore, it would be desirable to continue the competitive bid sales 
program. 

The total bales sold under the competitive export sales program 
for the marketing year 1958-59 through bids opened November 10, 
1958, was approximately 1.6 million bales and in addition, approxi- 
mately 0.2 million bales were registered by exporters as of that date 
under the PIK program. The total bales sold under the competitive 
export sales program for the marketing year 195% 58 through bids 
opened November 12, 1957, was approximately 3 3.7 million bales. 

The exporters interviewed during this study generally agreed with 
the Department’s justification for using the PIK program in con- 
junction with the competitive bid export sales program. However, at 
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the time of the staff's interview with the exporters they stated there 
Vw 
was limited participation in either program because (1) the CC¢ 
catalog listing the 1957 crop cotton had not been issued (2) the 614 
cents subsidy under the PIK program was not sufficient to enable 
them to purchase cotton on the open market and compete with foreign 
growth cottons and (8) foreign mills were holding minimum inven- 
tories in anticipation of reductions in the price of United States 
cotton. 

The exporters believed that the lower grades of cotton listed in 
the catalog would sell but the higher grades would not because the 
higher gr ades of foreign cottons were selling much cheaper. They 
advised that their choice of either the competitive s sales program or 
the PIK program depends principally on (1) the cciton available 
in the catalog, (2) the price at which they believe they can purchase 
the cotton from CCC stocks as compared to purchasing it on the 
open market and obtaining PIK subsidy payments, and (3) their 
method of operation, i. e., some small exporters prefer the competi- 
tive sales program because it is more convenient and economical for 
them to select the cotton they require from the CCC catalog than to 
buy it on the open market. 

Mr. Berger advised this staff as follows with respect to the deter- 
mination of the minimum acceptable bid price under the competi- 
tive sales programs: 

The minimum prices for the base quality of cotton were established at that 
level considered to be competitive after a review of available price quotations 
in foreign markets, information that could be developed from trade sources, 
and such other data as was available at the time the determination was made. 
In establishing a minimum price for cotton, it is often difficult to obtain price 
quotations on United States cotton and foreign cottons that can be applied on 
a comparable basis. The classing of cotton is not an exact science. 

Because of this fact the evaluating of two bales of U.S. cotton, even if assigned 
the same grade and staple lengths, is very difficult. Determining comparable 
qualities of and evaluating U.S. and foreign cottons of quite different character- 
isties and classified under altogether different systems is much more difficult. As 
a consequence. in carrying out its responsibility under section 203 of the Agri- 
cultural Act of 1956, it is — essary that some person make a determination of the 
prices required to make U.S. cotton competitive in the world markets. It becomes 
necessary to use judgment ti ictors, in addition to all of the other information avail- 
able, in arriving at these decisions. This has been the case each time the minimum 
price for the export programs has been determined. 

In regard to the determination of the PIK subsidy rate of 614 cents 
per pound, Mr. Berger advised : 

The rate of payment under the payment-in-kind program was established at the 
level determined necessary, taking into account the cotton sales for export 
program, to make U.S. cotton competitive in world markets and to obtain our 
fair share of world markets for U.S. cotton. In making the determination, we 
considered those known factors, including the minimum price under the cotton 
sales for export program, the prices at which cotton was selling in the domestic 
market, the minimum rate of price support which had previously been announced 
for the 1958 crop, the current ideas of the final loan rate to be announced after 
August 1, the market prices that could be expected during the 1958-59 marketing 
year, and judgment factors as discussed above. 

The Department could not furnish the staff with any more specific 
data as to the determination of the rate of subsidy under the PIK 
program. 

As mentioned previously, the exporters interviewed by the staff 
stated that the subsidy of 614 cents per pound was not high enough 
to enable them to compete with foreign growth cottons. 
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B. CCC PRACTICES AFFECTING COST OF EXPORT OF CCC COTTON 


A cotton exporter, who requested his identity not be disclosed, 
discussed with this staff several practices of CCC which he believes 
increase the purchase price and handling costs of CCC cotton. He 
stated that because of these practices the exporter must increase his 
price to the foreign importer, thus weakening the competitive position 
of U.S. cotton. The points raised by the exporter are discussed below : 


1. Transfer of responsibility for securing in-transit refunds on rail- 
road freight bills 

CCC finds it necessary to move cotton acquired under loan from 
storage in production areas and reconcentrate it at other locations 
in order to make warehouse space available for new crop cotton. 
When reconcentrated cotton is subsequently sold by CCC and shipped 
to final destination, the storage at point of reconcentration is con- 
sidered to have been storage in transit. The freight costs from pro- 
duction area to reconcentration point and from the latter point to 
final destination are then subject to a rebate allowed by the railroads 
under the in-transit privilege. This rebate is based upon the through 
freight rate from point of production to the final domestic destination 
of the cotton. In connection with export sales programs NO-C-8 and 
most of NO-C-9, CCC issued freight routing instructions to the pur- 
chaser-shipper of reconcentrated cotton and required the purchaser to 
furnish CCC with copies of the outbound railroad bills of lading for 
the cotton. CCC then filed claims against the railroads for freight 
rate rebates in accordance with the in-transit privileges granted by 
the railroads on cotton stored at in-transit (reconcentration) points. 

CCC announced on April 25, 1958, that for the remaining portion 
of program NO-C-9 and all of NO-C-11, when CCC holds a freight 
bill identical with reconcentrated cotton that is sold, the amount of 
the freight bill will be added to the invoice covering the sale and the 
freight bill will pass to the purchaser. Thereafter, in accordance 
with CCC regulations, the purchaser may file a claim against CCC 
and CCC will return to the purchaser the difference between the 
amount of the freight bill invoiced to the purchaser and the com- 
puted and/or realized in-transit freight rate rebate from the railroad. 

This exporter advised that the transfer of the responsibility of 
settling in-transit rebates with the railroads will impose financial 
burdens upon the exporter for the following reasons: 

(a) This change will require the exporter to employ a freight 
specialist. This specialist must be acquainted with railroad 
tariffs in order to compute the freight rate differentials between 
the various points of origin and destination of cotton shipments ; 
to consolidate the various split-car shipments to utilize the car- 
load lot railroad freight rates, and to insure the utilization of 
such in-transit privileges within the time limit granted by the 
railroads. Such technical personnel are not normally employed 
by small exporters. He also stated that the transfer of the above 
settlement responsibilities requires the exporter to bear the ex- 
pense of other clerical personnel for the preparation and filing of 
claims with both CCC and the railroads. 

(6) When an exporter acquires reconcentrated CCC cotton, he 
must advance to CCC funds equal to the reconcentration freight 
charges applicable to the cotton. CCC provides that total re- 
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concentration freight charges will be returned to the exporter by 
CCC and/or the railroad. The exporter, although not question- 
ing the desirability of the reconcentration of cotton by CCC, 
feels that the expense in connection therewith is the sole respons- 
ibility of CCC and should not be temporarily financed by a cash 
outlay of the exporter, although it is subsequently recovered by 
him. In addition, according to the exporter, the reconcentration 
freight costs, either in total or in part, are included in the pur- 
chase price of the cotton from CCC by reason that the cotton 
commands a premium price at its reconcentrated point, which is 
usually closer to the mill area where cotton has greater value, 
than the price that it could command at its point of origin. In 
effect, the handling cost of cotton is increased by reason of re- 
quiring the exporter to temporarily finance reconcentration 
reese bills out of his operating cash. 

c) Under this regulation when the es desires to liquidate 
his investment in reconcentration freight ills, he can either (1) 
make an immediate claim against CCC for the difference between 
the amount of the freight bill and the in-transit freight rebate 
due from the railroad, the computation thereof being based on 
the through transit of the cotton to the mill area (Greenville, 
S.C.) ; or (2) await actual reshipment of the cotton from recon- 
centration point to its destination and then file a claim with the 
railroad for any in-transit freight rebate due and another claim 
with CCC for the difference between the amount of the recon- 
centration freight bill and the in-transit freight rebate received 
from the railroad. 

The exporter by making immediate claim on CCC for that 
amount of the reconcentration freight bill in excess of the in- 
transit freight rebate, which is computed to be due from the rail- 
road based on through-transit to mill area, will more promptly 
get back a portion of capital invested in reconcentration freight 
costs. However, when actual shipment is completed to points 
other than mill area, where the freight rate from point of recon- 
centration to destination is less than the rate from point of recon- 
centration to mill area, the exported will realize a loss because 
the actual in-transit rebate from the railroad will be less than 
such rebate as computed in the above settlement with CCC. 

The following example based upon a unit of 100 pounds of cotton 
produced at Lubbock, Tex., and reconcentrated at Memphis, Tenn., 
illustrates the above point : 


Freight bill, Lubbock to Memphis, invoiced by CCC to shipper at time 


Total freight paid by shipper 


Through freight rate, Lubbock to mill area 
Transit charge 


Rebate due shipper from railroad 


Freight bill invoiced by CCC to shipper 
Rebate due shipper from railroad 


Refunds due shipper from CCC 
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The above refund could be claimed immediately from CCC under 
choice (1). However, if the shipper actually exported the cotton at 
New Orleans he would suffer a loss by making immediate settlement 
with CCC: 

Freight bill, Lubbock to Memphis, invoiced by CCC to shipper at time 

of sale_- petal 

Freight, Memphis to New Orleans _- 


Total freight paid by shipper 


Through freight rate, Lubbock to New Orleans 
Transit charge 


Total 
Rebate due from railroad 


Freight bill invoiced by CCC to shipper 
Rebate received by shipper from railroad___----~-~~- 


Refund due from CCC under choice (2) - = hats 
Refund received from CCC under choice (1), immedi: ite settlement 


Loss per 100 pounds by electing immediate settlement 


Mr. Sam G. Loring, executive vice president and secretary, Ameri- 
can Cotton Shippers Association, advised this statf that it was the 
position of that organization that the transfer of the responsibility 
for accounting for these freight bills will work an administrative 
hardship on the shipper and cause capital impairment by the mvest- 
ment of capital in freight bills. These factors will be particularly 
felt by the smaller shipper. For these reasons representatives of the 


association met with representatives of the New Orleans commodity 
office on December 11, 1958, and presented a compromise proposal. A 
tentative underst: —e was reached which was concurred in by the 
association and the New Orleans commodity office. It was referred 
to the Deputy Administrator, Operations, CSS, for review on Decem- 
ber 16, 1958, with a recommendation by the director, New Orleans 
commodity office that it be approved. 

Under the proposed compromise agreement the reconcentration 
freight bill will still be invoiced to the purchaser shipper of the 
cotton but immediate settlement will in most cases be made with CCC 
for the difference in the face amount of the freight bill and a com- 
puted or established rebate value of the freight bill depending upon 
geographic location. For example, when the freight bills cover 
cotton reconcentrated in southwestern or Mississippi Valley terri- 
tories, the refund by CCC will be the difference between the recon- 
centration freight bill invoiced to the purchaser and the average of 
the computed rebate value based upon reshipment to the mill area and 
reshipment to the nearest major port. For example, in the illustra- 

tion set out above, the shipper would make claim against CCC for 
55 cents per 100 pounds (the average of 5114 cents refund based wpon 
reshipment to mill area, and 5814 cents refund based upon reshipment 
to New Orleans). 

Mr. O. W. Salisbury, chief, field operations division, and acting 
chief, traffic management division, New Orleans commodity office, 
CSS, advised the staff that it is a fundamental necessity that every 
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shipper be or employ a specialist in the handling of freight ship- 
ments and be acquainted with the tariffs. If the shipper were not, 
he could not conduct his business profitably. Therefore, under the 
regulations applicable to purchases under NO-C-8 and 9, the shipper 
was required to possess spec ialized knowledge of tariffs in order to 
comply ig CCC shipping instructions to preserve in-transit priv- 
ileges. Under regulations applicable under NO-C-11, there may be 
additional eieal processing involved for the shipper. However, 
this was stated to be offset by the benefits to accrue to the shipper, 
in that it permits him greater freedom of action in the shipment 
of cotton without getting CCC concurrence for such movements. 

He stated the invoicing of the face amount of freight bills would 
impair the working capital of the shipper. However, the shipper 
has the alternative to make an immediate claim on CCC for a portion 
of the freight bills purchased and the remaining portion from the 
railroad when shipment is made. C onsidering the amount involved 
in freight bills, it was not believed by Mr. Salisbury that the amount 
would be an impairment of a substantial portion of a shipper’s capital. 

Mr. Frank P. Biggs, director, New Orleans commodity office, CSS, 
advised the staff that the following are the basic factors supporting 
the transfer of the responsibility for securing in-transit refunds 
on railroad freight bills: 

(a) When a shipper purchased CCC cotton under programs 
NO-C-8 and 9, he did so with the acknowledged responsibility 
of furnishing CSS with copies of the outbound shipping docu- 
ments relating to the cotton purchased in order that CSS could 
prepare claims against the railroads for freight refunds in ac- 
cordance with in-transit privilege agreements. However, under 
NO-C-8 and 9, more than 25 percent of the documents received 
from the shippers were incomplete or not applicable and this 
seriously hampered CSS in pre paring the refund claims against 
the railroads. Accordingly, since CCC was losing rebates on its 
freight expenses because the shippers were not complying with 
their agreement to furnish CSS with the necessary documents, it 
was believed advisable to transfer the responsibility for filing 
claims to the shippers. The transfer was made because if the 
shipper had a monetary interest in such procedures, he would 
be inclined to handle such matters in a more efficient manner. 
Also, rather than have the shipper correlate and forward all the 
necessary outbound freight documents and the CCC sale, tag 
list and bale numbers to CCC for the preparation of the claims, 
this procedure is eliminated and the claims can be more expedi- 
tiously pene — with the documents at hand and thereby reduce 
the delays in preparing and filing the claims against the rail- 
roads, 

(>) The transfer of accountability is in keeping with normal 
trade practices. It was explained that when a shipper sells cot- 
ton, and does not assume responsibility for shipment to its desti- 
nation, the purchaser of the cotton assumes the freight bills ac- 
cumulated on such cotton for the purpose of filing claims against 
the railroads for the resulting in-transit rebates. 

(ce) The present CCC inventory is much more current and sales 
now being made are of bales only recently acquired by CCC. 
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Under the previous sales program the cotton had been in storage 
for long periods, making the protection of the refund value of 
freight bills a difficult problem. However, with the more 
current nature of the inventories the handling of these refunds 
has been eased and will not place an undue burden on the pur- 
chaser of the cotton. 


2. Orientation of CCC minimum sales prices to domestic mill area 


After CCC has established its minimum export sales price of cotton 
for a particular marketing year, the price is adjusted by a formula 
involving the ea rate from the location of the cotton to the do- 


mestic mill area (Greenville, S.C.). The exporter claimed that since 
CCC’s minimum sales price of cotton is adjusted by a facor of freight 
costs, i. e., the freight costs between the physical location of the cotton 
and the mill area, CCC tends to reconcentrate cotton toward the mill 
area. CCC does this because as the cotton moves toward the mill area, 
the value of the cotton is increased, which results in CCC setting a 
higher minimum export sales price than it would have at the former 
location. The exporter iio that reconcentration of CCC’s cotton 
toward the mill area has increased the exporter’s freight costs on cot- 
ton purchased from CCC. The exporter explained that if cotton re- 
concentrated toward the mill area is subsequently exported, the ex- 
porter must bear the actual freight expense from the point where the 
cotton was reconcentrated to the port. 

The exporter would also, in effect, have paid the freight cost from 
the production area to the reconcentration point in the form of a 
higher minimum sales price based upon the closer proximity of the 
cotton to the mill area. The total effect would be for the exporter 
to pay freight from the production area, to the reconcentration point 
toward the mill area, and then from that point to the port. Whereas, 
had this cotton been reconcentrated by CCC toward the port, the actual 
freight expense from the area of production directly to the port pre- 
sumably would be less. Accordingly, the exporter claims that CCC 
should adjust its minimum sales prices for cotton by the freight costs 
between the production area and the nearest port so that CCC would 
reconcentrate toward the port and, therefore, reduce overall freight 
costs. 

The following example illustrates the above point as applied to 
units of 100 pounds of cotton produced in the Lubbock, Tex., area., 
reconcentrated at Memphis, Tenn., and exported at New Orleans: 


Increase in mimimum export sales price of cotton located at Memphis: 





Sindee artes Giepount at Tavpoek . ccs bot Se ee etre ccs $1 21 
Baie orice fiacount at Moempnis..... 2 ~ 2 cc eens sect ae 
Increase in minimum sales price at Memphis____-----__---------- ae 
eee Od ee A NEW ROIONG on. 6 eee ncocnacees eked . 54 


Cost to exporter for movement of cotton from Lubbock to New Orleans, 





CORONER RN OUTN ED ec ees el ag aa eS tg . 99 


The actual through-rate from Lubbock to New Orleans is $1.06. So 
in effect the exporter has paid a substantial portion of the freight from 
the production area to the port. 
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Had this cotton been reconcentrated from Lubbock to Houston, Tex., 
under the present orientation of prices to the mill area the minimum 
export sales price would be increased 18 cents : 


Gale Write at WHO =. 6 eee eeenn aeatotes bacco ss lap samsateere etal ceeh cece 9 $1. 21 
Sale price discount at Houston__ ~--~-- AI in ae ene comet 1. 08 
Increase in minimum sale price at Houston____-_._---------------~- 18 


Thus under the present price structure the cost to the exporter for 
cotton purchased at Memphis for export is 81 cents per 100 pounds 
over that purchased for export at Houston. However, it must be rec- 
ognized that if the price was oriented toward the port the minimum 
sales price at Houston would be higher in view of the cotton’s location 
for export. 

The following example illustrates the effect of direction of reconcen- 
tration on CCC costs: 





Cost of freight from Lubbock to Memphis, invoiced to shipper___---__ $1. 06 
Intransit rebate to shipper based on shipment to New Orleans_ pe .47% 
Refunded by CCC to shipper and CCC cost of freight to Memphis- . 58% 
Increase in minimum sale price, Lubbock to Memphis_-_~--..._--__~-- 45 
Cost to CCC if reconcentrated, Lubbock to Memphis_—- rie eeareie .1381% 
Cost of freight from Lubbock to Houston invoiced to shipper Lis ect 67 
(If cotton is exported from Houston, there is no rebate due from 
the railroad and CCC would refund the total freight bill to the 
shipper. ) 
Increase in minimum sales price, Lubbock to Houston ab 18 
Cost to CCC if reconcentrated, Lubbock to Houston. ; 4%) 


It can be seen from the above example that the cost to CCC is 
greater if the cotton is reconcentrated toward the port rather than the 
mill area. 

In regard to the above information, Mr. Ralph H. Raper, Deputy 
Director, Cotton Division, CSS, stated as follows: 

First, when CCC computes the loan values and minimum sales prices 
for cotton, such prices are adjusted by a factor taking into account the 
freight from the physical location of the cotton to the mill area. Ap- 
plication of the same formula in both the acquisition and disposition 
of CCC cotton preserves uniformity of pricing. 

secondly, when CCC reconcentrates cotton, it does so toward a port 
to the extent that such movement is consistent with movement toward 
the mill area, 

Third, a large portion of the cotton sold by CCC actually is con- 
sumed by domestic mills. This is accomplished when the purchaser 
of CCC cotton sells it to domestic mills and exports other cotton ac- 
quired from domestic free markets, in accordance with the substitu- 
tion provisions in the export sales programs, 

And fourth, when reconcentration of CCC cotton is contemplated, 
the following are some of the factors which must be considered: 

(a) Nearest available warehouse. 
(b) Suitability of that warehouse. 
(c) Whether the warehouse has intransit freight privileges. 





Mr. Salisbury, New Orleans commodity office, advised that under 
export sales programs NO-C-7 and 8, there was no problem as to 
the direction CCC cotton was to be reconcentrated, but rather a prob- 
lem of where it could be reconcentrated because of congested condi- 
tions in warehouses generally. Under NO-C—9 and 11, when condi- 
tions necessitate the reconcentration of CCC cotton, the following are 
the major factors th: at determine its direction of movement : 

(a) The availability of storage space in the nearest. suitable 
warehouse. 

(b) Whether the warehouses have intransit privilege agree- 
ments with the railroads for through shipment to the Canadian 
New England, and Carolina mill areas or Gulf port destinations, 
and 

(c) Which warehouse would require the least investment. of 
CCC funds to place the cotton therein. 

Both Mr. Salisbury and Mr. Biggs stated that the minimum export 
sales price is not a factor considered in connection with the reconcen- 
tration of cotton. Conversely, CSS does not avoid reconcentration 
toward the ports when to do so might place the cotton in a lesser 
sales value position than had it been reconcentrated the same distance 
toward the mill area. They also stated that CSS does not avoid 
reconcenration to a port when to do so might result in a loss of 
rebate from the railroad if the cotton is subsequently exported. 

Addition of carrying charges to minimum. sales price 

The cotton exporter previously referred to stated that section 203 
of the Agricultural Act of 1956 directed CCC to sell cotton under 
export sales program NO-C-8, at the minimum sales price level of 
the previous export sales program, NO-C-7, which was 25 cents, basis 
Middling 154. inch, at port location. Although section 203 provided 
for the addition of ¢ arrying charges commencing October 1, 1956, it 
was the intent of Congress, accor ding to the exporter, that the mini- 
mum sales prices for subsequent export sales programs, namely NO- 
C-9 and NO-C-11, should begin at the level of export sales program 
NO-C-7, or 25 cents basis Middling 154, inch. Instead, according 
to this exporter, the minimum sales price under NO-C-8 increased 
to 25.85 cents as of March 1957, as the result. of accumulating carry- 
ing charges, and the new export sales program NO-C-9, began at 
25.85 cents, basis Middling 154, inch, and increased to 28.59, basis 
Middling 1 inch as of July 1958, as the result of accumulating carry- 
ing charges. Under NO-C-11, the minimum sales price was set at 
28.30, basis Middling 1 inch, in May 1958, and an announcement has 
been made that carrying charges will not be added under this program. 
The minimum sales price as of December 8, 195 8, remained at that ‘level. 
The exporter added that the carryover of "accumulated « carrying 
charges from 1 marketing year to the next is contrary to trade practice. 

The followi ing se -hedule secured from the New Orleans ( ‘ommodity 





389 


office sets out the CCC minimum sales price for various dates under 
the three programs: 


Minimum 
Program ate sales price Basis of minimum sales price 
(cents per 
pound) 


Apr. 24, 1956 2 Middling '5i6-inch average location. 
June 26, 1956 2 Do. 
May 21, 1956 25 Do. 
Oct. 30, 1956 25 Do. 
Nov. 27, 1956 25, 2 Middling '5{6-inch average location plus carrying 
charges, 
Dec. 26, 1956 25, Do, 
Jan. 22, 1957 25. 55 | Do. 
Feb. 19, 1957 25. Do, 
Mar. 19, 1957 25. § Do. 
aba cia 2: Do, 
Aug. 6, 1957 25. 85 | Do. 
Aug. 20, 1957 ; Middling l-inch average location. 
Nov. 12, 1957 27.39 | Middling l-inch average location plus carrying charges, 
Dec. 24, 1957 27. ! Do. 
Jan. 14,1958 27. 66 Do. 
Feb. 19, 1958 27.§ Do. 
Mar. 18, 1958 27. Of Do. 
Apr. 29, 1958 | 28. 2 Do. 
July 21, 1958 28. 5¢ Do. 
May 12, 1958 | 28.30 | Middling 1-inch average location. 
July 21, 1958 28. ¢ Do. 
Sept. 29, 1958 28. < Do. 
Nov. 24, 1958 QR. ¢ Do, 
Dee. 8, 1958 28. ¢ Do, 


Mr. George E. Cooper, Office of the General Counsel (OGC), 
. SDA, advised the staff that in response to an inquiry by W alter 
Berger, Administrator, CSS, as to the restrictions on the pricing 
of cotton under the cotton export program for the 1957-58 marketing 
year (NO-C-9) which are imposed on the Department by applic: able 


legislation, the OGC issued opinion No. 44 dated March 14,1957. This 
opinion states as follows: 


The 1957-58 cotton export program will be carried out pursuant to section 
208 of the Agricultural Act of 1956, which provides: 

“See. 208. In furtherance of the current policy of the Commodity Credit Cor- 
poration of offering surplus agricultural commodities for sale for export at com- 
petitive world prices, the Commodity Credit Corporation is directed to use its 
existing powers and authorities immediately upon the enactment of this Act to 
encourage the export of cotton by offering to make cotton available at prices not 
in excess of the level of prices at which cottons of comparable qualities are 
being offered in substantial quantity by other exporting countries and, in any 
event, for the cotton marketing year beginning August 1, 1956, at prices not in 
excess of the minimum prices (plus carrying charges, beginning October 1, 1956, 
as established pursuant to Section 407 of the Agricultural Act of 1949) at which 
cottons of comparable qualities were sold under the export program announced 
by the United States Department of Agriculture on August 12, 1965. The Com- 
modity Credit Corporation may accept bids in excess of the maximum prices 
specified herein but shall not reject bids at such maximum prices unless a higher 
bid is received for the same cotton. Cottons of qualities not comparable to those 
of cottons sold under the program announced on August 12, 1955, shall be offered 
at prices not in excess of the maximum prices prescribed hereunder for cottons 
of qualities comparable to those of cottons sold under such program, with 
appropriate adjustment for differences in quality. Such quantities of cotton 
shall be sold as will reestablish and maintain the fair historical share of the 
world market for United States cotton, said volume to be determined by the 
Secretary of Agricuiture” (7 U.S.C. 1853). 

As provided in this section, CCC is required to offer cotton for sale for export 
at not to exceed competitive world prices. CCC is also required under section 
203 to continue to offer cotton for sale for export each marketing year in ac- 
cordance with the requirements cf this section until it has sold sufficient cotton 
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to reestablish and maintain our fair historical share of the world market, as 
determined by the Secretary of Agriculture. 

With respect to the 1956-57 cotton-marketing year, an additional requirement 
is imposed by section 203—the requirement that cotton be offered for sale at 
prices not in excess of the minimum prices at which cotton was sold under the 
special million-bale program announced August 12, 1955, plus carrying charges. 
Sales of cotton for export under the current program are being made in accord- 
ance with this requirement, as well as the competitive world price requirement. 
You point out that more than 6 million bales have already been sold under this 
program, under which exportation of cotton is required not later than August 
15, 1957. CCC will continue to receive offers under this program, and it is 
expected that large additional quantities of cotton will be sold under this program 
during the next few months. You also point out that the sales already made are 
considerably more than was generally expected or considered to be our fair share 
of world exports by representatives in industry and the Department familiar with 
the cotton situation at the time the Agricultural Act of 1956 was passed. If it 
should be determined by the Secretary that sufficient cotton has been sold to 
reestablish and maintain our fair share of the world cotton market, CCC would 
not be obligated to offer additional cotton in accordance with the requirement 
of section 203 for export during the current marketing year. 

Under the new program, offers will be accepted periodically during the balance 
of this marketing vear (ending August 1, 1957) as well as during the next mar- 
keting year, and the question arises as to whether the million-bale program price 
restriction is applicable to sales of cotton under this program during the balance 
of this marketing year. You point out, however, that this cotton will not be 
delivered to the purchasers and exportation of cotton by the purchasers will not 
be allowed until after the end of this marketing year. It is to be noted that the 
price restriction in question is applicable only where CCC is “offering to make 
cotton available * * * for the cotton-marketing year beginning August 1, 1956, 

* * ** Where sales of cotton are made this marketing year with delivery and 
exportation to be deferred until the next marketing year, it does not appear that 
the cotton is to be regarded as being made available for the current marketing 
year, within the meaning of this clause. This price restriction appears to have 
been intended to be applicable to sales of cotton for export by the purchaser dur- 
ing the current marketing year, and there is nothing in the legislative history of 
section 203 which would require a different interpretation of the statute. It is 
also to be noted, as pointed out above, that this restriction has been observed 
by CCC in connection with the more than 6 million bales sold for export this 
marketing year. Accordingly, it is the opinion of this office that this restriction 
is not applicable to sales of cotton under the new program and that the com- 
petitive price restriction will be the only price restriction applicable to such 
sales. 

Mr. Ralph Raper advised this staff that section 203 of the Agricul- 
tural Act of 1956 directed CCC to add carrying charges commencing 
October 1, 1956, under export program NO-C-8. With reference to 
the alleged accumulation and carryover of carrying charges from one 
marketing year to the next, Mr. Raper observed that the determination 
of CCC’s minimum sales price for cotton for the marketing years 
1957-58 (NO-C-9) and 1958-59 (NO-C-11) was not fixed at the price 
in the preceding year plus the accumulation of the carrying charges 
during that year, but were fixed at those prices at which the cotton 
was selling under the previous programs at the time sales began under 
the new programs. The alleged accumulation and carryover outlined 
above was not the basis for establishing the prices but instead the basis 
was in accordance with section 203, and that CCC must offer cotton for 
export at competitive world prices. Further, since CCC sold cotton in 
quantities consistent with that quantity determined to be our fair share 
of the world market, it appears that CCC’s minimum sales prices have 
been competitive. 

Concerning the minimum sales price during the marketing year 
1958-59 (NO-C-11), CCC discontinued the adding of carrying charges 
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in order to maintain a minimum sales price at a competitive level with 
foreign markets. When CCC issued its catalog of cotton for sale, 
substantial quantities of cotton were sold, w hich, according to Mr. 
Raper, indicated that the established minimum sales price is competi- 
tive with world markets. 

The following table, furnished by CSS, shows U.S. cotton exports in 
relation to world cotton exports. 


United States and world cotton exports 


{In millions of bales] 


| 


U.S. per- CCC sales 
Year beginning | U.S.ex- | Worldex-| cent of 
Aug. 1— ports | ports world ex- | 
| ports Period of sales Announce- | N 
| 
| 


ment No. | 


47 
30 
29 | are aS al 
18 | January-February 1956 
wavel ¢ 49 | 1956-57 
wd | 42 | 1957-5 
1 31 | 1958-5¢ 


| | 
| | | 
Estimated for marketing year. 
2 As of Dec. 8, 1958, 


ho wr bo 


Ode Dw 





Regarding the increase in cotton sales when 1957 CCC stocks be- 
came available in the ratalog, the following table shows sales in 
relation to catalog listings: 


Date of catalog 1957 cotton Bid opening Bales sold Unrestricted 
cataloged date (NO-C-11) | use (NO-C-5) 


Oct. 13, 1958 304, 1¢ 1, 299 

Oct. 27, 1958 7 : 15, 961 

o Nov. 10, 1958 227, 66: 46, 695 

305, 741 Nov. 24, 1958 50, 306 12, 944 
274, 638 | Dec. 8, 1958 2, 165 723 


b 2, 071, 990 
old May 12, 1958, through Sept. 29, 
prior to listing 1957 cotton in catalog - 790, 619 


Total bales sold under NO-C-11 as of | | 
Dec. 8, 1958... ee ee , 807, 146 


On September 26, 1958, prior to the cataloging of the 1957 cotton, 
there were 228,903 bales of cotton listed in the catalog. 
4. Payment of compression charges by the exporter 

There are three types of bale compression commonly used in cotton 
merchandising: flat, as cotton comes from the gin; standard, as cotton 
is usually warehoused and shipped domest ically ; ; and high density, as 
cotton is usually compressed for export shipment. 

The exporter observed that when CCC pays a warehouseman a 
—— charge on CCC-owned cotton, such compression charge 

s added to the CCC invoice for the cotton. This practice, according 
to the exporter, can result in the exporter paying a double compression 
charge which increases the cost of the cotton. It is the feeling of the 
shippers that the double charge is a direct result of reconcentr ation of 

33913—59—pt. 1——25 








cotton by CCC and the cost of the initial compression to standard 
should be paid by CCC. 

With reference to CCC passing on compression charges to the pur- 
chaser of CCC cotton, Mr. Raper advised this staff that it is axiomatic 
that the compression of cotton results in a reduction of subsequent 
freight charges; therefore, compression increases the value of cotton 
by making it less expensive to move. 

He explained that approximately 10 years ago, when cotton stored 
in warehouses was largely CCC-owned, the w: arehousemen requested 
CCC to pay interim storage charges to avoid burdening them with 
financial hardships resulting from the lack of periodic payments of 
storage charges. CCC agreed to pay accumulated storage charges to 
July 31 of each year. Thereafter, the warehousemen began including 
compression charges, i.e., from flat compression to standard compres- 
sion, when claiming storage charges as of July 31. In accordance 
with warehouse tariff regulations, warehousemen can compress cotton, 
under certain conditions, at their erp It was subsequently 
determined by CCC that after CCC had paid the charge for com- 
pression to standard and the purchaser desired the cotton compressed 
to high density, there resulted a double compression charge by the 
warehousemen (i.e., a standard compression charge paid by ‘CCC and 
passed on to the purchaser and a high density compression charge to 
the purchaser). Tariff regulations provide that if the w arehouseman 
compresses to standard compression at his discretion and the 
owner/purchaser of the cotton wants it compressed to high density, 
then the warehouseman is obliged to make only the charge for com- 
pression to high density. Accordingly, effective August 1, 1958, CCC 
arranged w ith warehousemen that CCC would continue to pay interim 
storage charges, but would not pay compression charges except where 
CCC reconcentrates (moves) the cotton. This action by CCC has 
eliminated double compression charges by the warehousemen, except 
on reconcentrated cotton which is compressed to standard by one ware- 
houseman and to high density by another after reconcentration. In 
the latter case there is no other course of action but to pay two com- 
pression charges as the two compressions are performed at different 
warehouses. 

Mr. Raper stated that since compression enhances the value of cotton, 
failure to pass the compression charge on to the purchaser would in 
effect cause CCC to absorb an expense which by trade practice is an 
accepted portion of the purchaser's handling charges. 
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U.S. DEPARTMENT OF AGRICULTURE 


A REPORT TO THE COMMITTEE ON APPROPRIATIONS, U.S. HOUSE 
OF REPRESENTATIVES, BY SURVEYS AND INVESTIGATIONS STAFF, 
JANUARY 1959 

SUMMARY 


PART I. RELEASE OF INFORMATION ON CROP ESTIMATES 
I. INTRODUCTION 
A. DIRECTIVE 
B. SCOPE OF INQUIRY 


II. LAws, REGULATIONS, AND POLICIES RELATING TO THE RELEASE OF INFORMATION 
ON CROP ESTIMATES 


A. ORGANIZATION OF AGRICULTURAL ESTIMATES DIVISION OF AMS 


The Agricultural Estimates Division of the Agricultural Marketing Service 
(AMS) is the crop and livestock reporting service of the U.S. Department of 
Agriculture (USDA). Forty-one field oflices collect the basic information used 
in making production estimates and the Crop Reporting Board in Washington 
compiles national estimates of production based on this data. Precautions are 
taken to prevent the premature disclosure of information regarding speculative 
crops (corn, cotton, wheat, oats, and soybeans) which are traded on the futures 
markets. 


B. LAWS RELATING TO THE RELEASE OF INFORMATION ON CROP ESTIMATES ; SPECULA- 
TION ; FALSE CROP REPORTS ; PREDICTIONS AS TO COTTON PRICES 


1. Disclosure of information 

Title 18, section 1902, United States Code, which pertains directly to crop re- 
ports prohibits the disclosure of information which may affect the market value 
of products of the soil until the time fixed by the Department for official release 
of the information. Other statutes prohibit the disclosure of confidential in- 
formation generally and information pertaining to specific commodities. 
2. Speculations 


The Agricultural Adjustment Act of 1933, the Agricultural Marketing Agree- 
ment Act of 1987, the Sugar Act and other statutes prohibit speculation by 
USDA employees in agricultural commodities. 

3. False crop reports 

Title 18, section 2072, United States Code, prohibits USDA employees from 
making or issuing false crop reports. 
}. Predictions as to cotton prices 


The Agricultural Marketing Act of 1929 prohibits employees from making 
predictions with respect to cotton prices. 


C. REGULATIONS OF USDA RELATING TO THE RELEASE OF INFORMATION ON CROP ESTI- 
MATES ; SPECULATION ; FALSE STATISTICS 
1. Disclosure of information 
USDA administrative regulations governing the activities of the Crop Report- 


ing Board provide that employees may not disclose the contents of crop reports 
to persons not entitled under the laws and rules of USDA to receive the same. 
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2. Speculations 

Administrative regulations prohibit speculation in any agricultural commodity 
by employees concerned with the administration of programs which directly af- 
fect market prices of agricultural commodities. 

Employees of the Agricultural Estimates Division are required to sign a cer- 
tification attesting to their awareness of the laws and regulations concerning 
the confidential nature of information regarding crop estimates. 


I1I. PROCEDURES FOR SAFEGUARDING Crop ESTIMATE INFORMATION 
A. GENERAL PROCEDURES 


The Crop Reporting Board issues approximately 500 reports annually. Those 
of primary importance to this inquiry are the forecasts of production of the 
speculative crops; cotton, corn, wheat, oats, and soybeans. Reports from the 
field offices regarding these speculative crops are forwarded to Washington in 
special envelopes and deposited unopened in a locked mailbox. They are removed 
on the morning of the release of the report and taken to the lockup quarters. The 
report is prepared by the Crop Reporting Board in the lockup and employees 
participating in its preparation are not permitted to leave until the report is 
oflicially released to the press after the commodity markets are closed. 


B. LOCKUP QUARTERS OF THE AGRICULTURAL ESTIMATES DIVISION 
A staff survey of the lockup quarters revealed the following: 
1. Entrance doors to lockup quarters 
Certain officers of the Crop Reporting Board are permitted to communicate 
with persons outside the lockup. Persons outside the lockup who are contacted 


by members of the Board should then be required to enter the lockup and remain 
until it is officially concluded. 


2. Maintenance of log for lockup quarters 

Since the staff inquiry, officials of the Agricultural Estimates Division have 
initiated the use of logs to record contacts by Crop Reporting Board officials 
with persons outside the lockup to determine whether the reasons for such con- 
tacts can be eliminated. 

Officials of USDA feel that the safeguards in effect have been quite successful 
inasmuch as there have been no allegations or reports of premature disclosures 
of crop report information for the past 50 years. 


PART II. LAWS, REGULATIONS, PRACTICES, AND POLICIES RELATING 
TO THE RELEASE OF INFORMATION CONCERNING DECISIONS OF THE 
COMMODITY CREDIT CORPORATION RELATIVE TO THE PURCHASE, 
HANDLING, AND DISPOSITION OF PRICE-SUPPORTED COMMODITIES 


I. INTRODUCTION 


II. LAwWs, REGULATIONS, AND PoLicrES RELATING TO THE RELEASE OF INFORMATION 
CONCERNING Decisions or CCC 


A. ORGANIZATION AND FUNCTION 


1. Commodity Credit Corporation 

CCC, organized October 17, 1933, was made a part of U.S. Department of 
Agriculture (USDA) on July 1, 1989. The CCC charter act authorizes it to 
support prices through loans, purchases, and other operations; make available 
facilities for production and marketing: procure commodities for sale; remove 
and dispose of surpluses: increase consumption; export or cause the export of 
commodities and to carry out other operations authorized by Congress. CCC 
is managed by a Board of Directors subject to the direction of the Secretary of 
Agriculture, who is Chairman of the Board. 


2. Commodity Stabilization Service 


Commodity Stabilization Service, an organization established within USDA 
November 2, 19538, administers CCC programs. CSS is headed by an Adminis- 
trator and is composed of commodity divisions and divisions having functional 
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or staff responsibilities. CSS has six commodity offices which are responsible in 
their areas to carry out CSS programs. 


8. Decisions of the CCCO 

Decisions concerning the purchase, handling, and disposition of price-supported 
commodities are made by the Board of Directors of CCC and are administered 
by the Executive Vice President of CCC who is also the Administrator of CSS. 
He is responsible for development of programs for presentation to the Board 
and formulation of policies for carrying out decisions. The Board acts on formal 
programs which are presented in the form of dockets and by resolutions on matters 
of an urgent nature for which there is insufficient time to prepare a docket. 


B. LAWS RELATING TO THE RELEASE OF INFORMATION CONCERNING DECISIONS OF 
ccc 


USDA General Counsel's office states there are no statutes of sufficient breadth 
which would make all improper releases of CCC or CSS information criminal 
offenses. Title 18, sections 1902 and 1905, United States Code, may have limited 
application. While an improper disclosure might not be covered by a direct 
statute, the effect of the disclosure might bring it within the provision of some 
other criminal statute such as statutes relating to fraud against the Government. 
U.S. v. Clovis D. Walker and Loutfy Mansour is the only case recalled which 
concerned an improper release. The General Counsel’s office is of the opinion it 
would be difficult to draft a statute which would pertain to all improper disclo- 


sures. 


C. REGULATIONS OF USDA RELATING TO THE RELEASE OF INFORMATION CONCERNING 
DECISIONS OF CCC 


USDA regulations, title 1, section 7, subsections 534 and 535, provide that 
records of CCC are confidential. Policies and procedures governing the handling 
of CCC programs are set forth in CCC Board docket CZ—157 and by resolution of 
the Board dated May 19, 1954. Records of CCC are classified administratively 
confidential and are available only for administrative use in the USDA by 
persons Whose work makes them directly concerned therewith. 


D. POLICIES AND PROCEDURES OF CCC RELATING TO FORMULATION OF PROGRAMS AND 
THE RELEASE OF INFORMATION CONCERNING DECISIONS OF CCC 


1. Types of action taken by CCC Board 
Actions taken by the Board are usually in the form of dockets or resolutions. 
Provisions of program authorization, justification, and other supporting informa- 
tion are usually presented in the form of dockets. Emergency programs, because 
of time limitations, are often presented as resolutions. 
2. Historical development of dockets and confidentiality of dockets and decisions 
By resolution dated September 26, 1945, the Board adopted a formal docket 
procedure. This procedure has been amended on occasions and current proce- 
dures are set forth in CCC docket CZ-157. The policy of the Board pertaining 
to confidentiality of CCC minutes and dockets has been stated and reiterated on 
numerous occasions, Examples are set forth in chronological order. 


Current policies and procedures 

Docket CZ-157 sets forth the current policies and procedures pertaining to 
dockets and provides the dockets and any other such material submitted to the 
Board shall be treated confidential. The USDA has Docket Procedure Manual 
No. 702.2, dated July 18, 1950, which, although outdated and obsolete, is still 
in effect. An effort to revise the manual was stymied. The manual spelled out 
at length the confidentiality of docket procedure and specific conditions under 
Which information contained in dockets could be disclosed. 


}. Current practices 


Dockets setting forth program activities are generally initiated in the commod- 
ity divisions (i. e., Cotton or Grain Divisions, ete.). The general practices uti- 
lized in the handling dockets are set forth. Material pertaining to dockets is 
handled by a number of individuals prior to reaching the Board for consideration. 
Also numerous individuals, in addition to Board members, are present during the 
presentation and voting and time lapses exist between the voting and official 
public announcement of the decision. 
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III. PROCEDURES FOR SAFEGUARDING CCC DECISIONS 





The principal steps taken to prevent premature disclosures have been: The 
Board’s emphasis on maintaining information on a confidential basis; no deci- 
sions are final until the Board acts on the proposed docket and the action is 
approved by the Secretary or Acting Secretary of Agriculture; and the release of 
information concerning the decision to the press on a uniform basis after the 
markets are closed. Officials recognize the possibilities of premature disclosures 
and that the security of information is dependent upon the integrity and discre- 
tion of the many employees who have knowledge of decisions prior to the press 
release. Alleged “leaks” are referred to Compliance and Investigation Division; 
however, investigations have been inconclusive and have not established respon- 
sibility for “leaks” due to the number of employees who have had access to the 
information. 


1v. EFFects oF CCC DECISIONS ON DOMESTIC AND FOREIGN MARKETS 
A. BACKGROUND 


Experts generally agree decisions of CCC relative to the purchase, handling, 
and disposition of price-supported commodities do affect the domestic and 
foreign spot and futures markets. The experts point out it is extremely dif- 
ficult to measure pricewise the degree of effect and to show precisely when 
reactions occur because the market anticipates decisions and other factors 
affect the market. 


BR. UNDERLYING EFFECTS OF CCC DECISIONS ON MARKETS 


Anything that affects the size of supply and demand influences prices. 
Through the various agriculture price support programs, the Government can 
represent a large portion of the demand for any one season’s crop. Surpluses 
acquired by the Government through price support programs must be disposed 
of and sales reduce the demand for current crops. The prices of cotton to 
farmers have been generally close to the support level since 1952 and wheat 
prices have been near the loan level for most of the last 9 years. 


C.SENSITIVITY OF COMMODITIES 


Marketwise cotton is relatively stable, while the grains are more sensitive. 
Basic crops are more stable because legislation sets the confines of the mini- 
mum and maximum support levels. The greater degree of sensitivity is noted 
in nonbasic commodities since legislation sets only the maximum support level. 


D. MARKET ANTICIPATION 


While CCC decisions have a definite underlying effect on the price structure 
of the market, difficulty in determining the degree of effect and showing when 
such decisions are reflected pricewise is attributed to the fact the markets 
anticipate most announcements in advance. Traders are generally aware of 
the formulas used by the USDA in computing support prices and with knowl- 
edge of the administration’s attitude and policies toward agriculture, traders 
generally fully anticipate decisions on support levels. 


Er. PRIOR ANNOUNCEMENTS OF POLICIES 
Markets obtain knowledge of the administration’s philosophy toward agri- 
culture through speeches of the President, Secretary of Agriculture, and other 
administration officials. The President on occasions recommends actions pub- 


licly which are subsequently taken by CCC. 


F. RUMORS AND GOSSIP 


Rumors and gossip concerning buying and selling actions of CCC have an 
impact on the market. The trade believes some information concerning CCC 
decisions is “leaked,” also that industry representatives called in for advisory 
conferences receive market advantages over other persons in the trade. They 
suggest some form of public hearings might have a stabilizing effect on markets 
and would eliminate rumors and gossip. CSS grain officials indicate infor- 
mation concerning programs being discussed by USDA does get out to the trade. 








397 


G. OTHER MARKET INFLUENCES 


Legislation, weather, and multiplicity of other factors‘also affect the markets 
and may at times equal or exceed in importance the public announcement of 
CCC decisions. 


H. SPECIFIC EXAMPLES OF EFFECT OF CCC DECISIONS ON COMMODITY MARKETS 


1. Wheat 

(a) Distress Wheat Loan.—The advance of wheat futures the daily limit 
(10 cents per bushel) on June 17, 1953, was attributed to the announcement of 
a distress wheat loan. 

(b) Payment in kind program.—Rise in cash price of wheat, 6 to 74% cents 
per bushel, and futures of as much as 91% cents, was attributed to the announce- 
ment of the payment in kind program July 13, 1956. 

(c) CCC price supports.—The decline of wheat futures as much as 3% cents 
was attributed to announcement of lower price supports April 19, 1957. 

2. Corn 

(a) Storage.—A decline of 344 cents per bushel on August 22, 1956, for corn 
futures was attributed to an announcement of the sale of corn in the Kansas 
City area due to a shortage of storage space. 

(vb) Sales.—Corn futures declined 154 cents per bushel on June 19, 1956, and 
gained as much as 154 cents on June 21, 1956. The action on these 2 days was 
attributed to conflicting announcements of CCC sales policies. 

Soybe ans 

(a) Price support level 1954.—Soybean futures losses of more than 6 cents per 
bushel were attributed to the announced reduction in price supports on January 
22, 1954. 

(b) Price support level 1955, soybeans and flarwseed.—The market anticipated 
the reduced price support level announced on March 16, 1955. The Board 
approved the docket for this reduction on March 10, 1955, and the Uhlmann 
Grain Co. letter on March 11, 1955, stated the support for soybeans might be as 
low as $2.04 per bushel, which figure was approved by the Board on March 10, 
1955, but not announced by USDA until March 16, 1955. Soybeans and flaxseed 
declined from February 28, 1955, when a news service reported the USDA 
might lower price supports. There was a drop of 24% cents per bushel in soy- 
bean futures and 20% cents per bushel in flaxseed futures during February and 
March 1955. 

4. Flaxseed 

(a) Price support, 1954.—A drop of 10 cents per bushel on October 20, 1953, 
in flaxseed futures was attributed to announcement of lower price supports. 

(b) CCC sales —On June 4, 1957, CCC sale of flaxseed was attributed as the 
cause of a drop of 8% cents per bushel in flaxseed at Winnipeg. 





5. Oats, rye, barley, and grain sorghums 

(@) 1955 price supports for oats, rye, barley, and grdin sorghums.—Losses of 
as much as 644 cents per bushel for rye and 3% cents for oats were attributed 
to the announcement on December 13, 1954, of lower price supports. 

(b) 1957 price supports for oats, rye, barley, grain sorghums; and soybeans 
and flarseed.—Losses of as much as 354 cents per bushel for oats, 54% cents for 
rye and 3% cents for soybeans were attributed to lower price supports announced 
February 9, 1957. 


6. Cotton 


(a) General market condition.—Spot prices of cotton are more or less tied to 
price support levels. Large inventories held by CCC and the uncertainty as to 
the nature of the disposition of these inventories causes general stagnation and 
an absence of initiative in the free markets. The large inventories also injure 
the opportunity for the U.S. cotton trade to obtain a fair share of the world 
market and permit synthetics to gain competitive advantages. The uncertainty 
as to the disposition of these inventories tends to dry up the channels of trade 
and has a depressing effect on prices. 

(b) Baeport program of 1955.—This example shows the market’s anticipation 
of the export program announced September 22, 1955, and the anticipation of 
the announcement January 6, 1956, of the competitive bids accepted by CCC. 














398 


During this period the Liverpool futures market declined as much as 9.61 cents 
per pound. 

(c) Miscellanecous.—Other examples obtained from the daily market bulletins 
are set forth which show the market effects which are attributed to discussion 
and announcement of CCC sales policy. 


V. Srarr OBSERVATIONS 


PART III. ESTIMATES OF PRODUCTION, CONSUMPTION, AND INVEN- 
TORIES, AND THEIR EFFECT ON PRICE SUPPORT LEVELS, ACREAGE 
ALLOTMENTS, AND MARKETING QUOTAS 


I. INTRODUCTION 
A. DIRECTIVE 
B. SCOPE OF INQUIRY 
II. DEFINITIONS APPLICABLE TO CORN, WHEAT, AND UPLAND COTTON 


Statutory definitions essential to the calculations of price support levels, 
acreage allotments, and marketing quotas are set out. 


III. METHODS FOLLOWED IN PREPARATION OF PRICE SUPPORT DOCKETS AND MARKET- 
ING QUOTA AND ACREAGE ALLOTMENT PROCLAMATIONS FOR CORN, WHEAT, AND 
UPLAND COTTON 


The Grain and Cotton Divisions prepare price support dockets for corn, wheat, 
and cotton for approval by Commodity Credit Corporation (CCC) directors 
and the Secretary. Advance price support levels are announced as early in ad- 
vance of the planting season as possible; final price support levels are an- 
nounced as of the beginning of the marketing year; however, the final support 
price may not be less than the support price announced before the planting 
season. Marketing quota and acreage allotment proclamations for corn, wheat, 
and cotton are prepared by the same divisions and are approved by the 
Secretary. 

In caleulating supply percentages, minimum price support levels, marketing 
quotas, and acreage allotments and in determining whether marketing quotas 
are to be proclaimed, the Grain and Cotton Divisions follow the applicable 
formulas prescribed by law. These formulas require that certain estimates be 
made using the latest statistics available. Because of statutory requirements 
for early announcements and proclamations many of the estimates are based 
on the judgment of USDA personnel together with such source material as 
is then available in USDA and in other Government agencies. Because these 
estimates contain an element of judgment, they are not susceptible of strict 
verification. The methods used to compile these estimates were reviewed by 
this staff and appear to be reasonable. 


IV. Price Support LEVELS FoR THE 1952-58 Crops or CorN, WHEAT, AND UPLAND 
COTTON 


A. PROVISIONS OF STATUTES RELATING TO PRICE SUPPORT LEVELS FOR THE 1952-58 
CROPS OF CORN, WHEAT, AND UPLAND COTTON 


B. CALCULATIONS OF SUPPLY PERCENTAGES AND MINIMUM SUPPORT LEVELS FOR AD- 
VANCE AND FINAL SUPPORT LEVEL ANNOUNCEMENTS AND COMPARISON WITH 
RECALCULATIONS BY STAFF USING LATEST STATISTICS AVAILABLE 


Advance announcements of price support levels are made pursuant to Agri- 
cultural Act of 1949 which requires announcements for field crops in advance 
of the planting season. Final price support levels for corn, wheat, and upland 
eotton are determined and announced at the beginning of the marketing year; 
however, the final price support levels may not be less than the advance sup- 
port price announced before the planting season. 

Caleulations of “Advance Support Level” and “Final Support Level” by 
USDA for price support programs for the 1952-58 crops of corn, wheat, and 
upland cotton are compared with recaleulations by the staff using latest sta- 
tistics available at time of inquiry. 
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Comparison shows that the final support prices announced are higher in 
11 cases and lower in 2 cases than the minimum support prices recalculated 
by the staff; in 2 cases they are the same. A summary of these comparisons 
appears on page 96. 


V. MARKETING QUOTAS AND ACREAGE ALLOTMENTS FOR THE 1952-58 Crops oF Corn, 
WHEAT, AND UPLAND COTTON 


A. CORN 


~~ 


. Provisions of statutes relating to marketing quotas 
. Proclamations relating to marketing quotas for the 1952-54 corn crops 


The Secretary proclaimed that marketing quotas would not be in effect for 
the 1952, 1953, and 1954 crops of corn, and the staff’s recalculation shows that 
quotas were not required. 


7 


8. Provisions of statutes relating to acreage allotments 


4. Proclamations relating to acreage allotments for commercial corn-producing 
area and comparison of such alloiments with recaiculations by staff using 
latest statistics available 
In view of national emergency, the Secretary dispensed with acreage allot- 

ments for the 1952 and 1953 crops of corn, pursuant to the Agricultural Adjust- 

ment Act of 1938. 

Acreage allctments proclaimed for 1954-58 crops when compared with the 
number of acres recalculated by the staff shows that for each crop-year the 
acreage allotment proclaimed was greater than the number of acres recalculated 
by the staff. 

B. WHEAT 


1. Provisions of statutes relating to marketing quotas 


2. Proclamations relating to marketing quotas 

The Secretary proclaimed that marketing quotas for wheat would not be in 
effect for marketing year 1952-53. 

For each of the marketing years 1952-53 through 1957-58 the Secretary de- 
termined that the total supply of wheat would exceed the normal supply by 
more than 20 percent thus requiring proclamations of marketing quotas. In view 
of the national emergency, the Secretary dispensed with marketing quotas for 
the year 1953-54. Marketing quotas were proclaimed for the years 1954-55 
through 1958-59. 

Recaleulations by staff show the same results as the determinations by the 
Secretary. 


3. Provisions of statutes relating to acreage allotments 


i 


4. Proclamations relating to national acreage allotments and comparisons of 
such allotments with recalculations by staff using latest statistics available 
In view of the national emergency, the Secretary dispensed with acreage 

allotments for the 1952 and 1953 wheat crops. The allotments for the 1954-58 

crops were the minimums prescribed by law. The Secretary’s and staff’s cal- 

culations show that, for years 1954-58, the allotments needed to make available 
the supply provided for by statute would have been materially lower than the 
minimum national acreage allotments prescribed by law. 


Cc. UPLAND COTTON 


1. Provisions of statutes relating to marketing quotas and acreage allotments 


2. Proclamations relating to national marketing quotas and national acreage 


allotments and comparison of such quotas and allotments with recalculations 

by staff using latest statistics available 

The Secretary proclaimed that marketing quotas and acreage allotments 
would not be in effect for the 1952 and 1953 crops of cotton. The staff’s re- 
calculations, using latest statistics now available, show that a marketing quota 
of 10 million bales and an acreage allotment of about 18 million acres would 
have been required for the 1953 crop of cotton. 

Marketing quotas and acreage allotments proclaimed for the 1954-58 crops 
of cotton were the minimums prescribed by law. 

For the years 1954-58 the recalculations by the staff show that for each year 
the number of bales needed to make available a normal supply was materially 
less than the minimum marketing quota prescribed by law. 





400 


Part I. Release of Information on Crop Estimates 





I. InrropuctTion 
A. DIRECTIVE 


The Committee on Appropriations by a directive dated May 29, 
1958, instructed that an inquiry be made into the laws, regulations, 
practices, and policies of the U.S. Department of. Agriculture 
(USDA) relating to the release of information on crop estimates 
and the extent to which proper safeguards have been established to 
prevent unauthorized release of such information. 


B. SCOPE OF INQUIRY 


Staff inquiry was first directed toward the laws, regulations, and 
procedures used by the Agricultural Estimates Division of the Agri- 
cultural Marketing Service (AMS), USDA, to safeguard and prevent 
premature and unauthorized release of information on crop estimates. 
Secondly, the staff concerned itself with the physical aspects relative 
to safeguarding crop estimates information. 

Interviews were conducted with the following USDA officials in 
Washington, D.C.: 


Omer W. Herrmann, Deputy Administrator, Marketing Re- 
search and Statistics, AMS 


Sterling R. Newell, Director, Agricultural Estimates Division 
and Chairman, Crop Reporting Board. 


Richard K. Smith, we rd Director, Agricultural Estimates 
Division, and Vice Chairman, Crop Reporting Board. 


Other key personnel of the USDA were interviewed and examina- 
tion was ae of the activities of Agricultural Estimates Division 
field offices at Austin, Tex.; Des Moines, Iowa; Jackson, Miss.; Lin- 
eoln, Nebr.; Springfield, Il.; and Topeka, Kans. 


II. Laws, Reeunations, AND Poiictes RELATING TO THE RELEASE OF 
INFORMATION ON Cror EsTIMATES 


A. ORGANIZATION OF AGRICULTURAL ESTIMATES DIVISION OF AMS 


The Washington office of the Agricultural Estimates Division of 
AMS (the crop and livestock reporting service of USDA) consists 
of six branches: Field Crop Statistics, Fruit and Vegetable Statistics, 
Livestock and Poultry Statistics, Dairy Statistics, Agricultural Price 
Statistics, and Special Statistics; a Research and Development Unit, 
an Administrative Unit, and a Crop Reporting Board Unit. There 
are 41 field offices, also referred to as State offices, including one in 
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Hawaii, a regional livestock office at Denver, Colo., a separate dairy 
office at Chicago, and cooperative statistics research laboratories at 
Ames, Iowa, and Raleigh, N.C. Each field office is manned by a 
trained statistician with one or more technical assistants and a cleri- 
cal force. The Agricultural Estimates Division has 696 employees 
of whom 473 or approximately two-thirds are in the field. In addi- 
tion, there are 116 employees who are cooperatively paid by Federal 
and State funds. For fiscal year 1959, $5.6 million was included in 
the AMS appropriation for its Agricultural Estimates Division. 

Field offices report directly to the Washington office where the 
work is organized along commodity lines. The Washington staff 
acts as a coordinating body issuing instructions under which the 
various reports are prepared and assuring that the methods used 
and interpretations of the instructions are consistent among the 
States. The Director of the Agricultural Estimates Division is also 
Chairman of the Crop Reporting Board. The Division is under the 
supervision of the Administrator of AMS. 

The field offices of the Agricultural Estimates Division collect most 
of the basic information used in making agricultural estimates and 
forecasts. The State statisticians, who head the field offices and are 
USDA employees, prepare the initial estimates for their respective 
States and transmit them, with supporting data and comments, to the 
Crop Reporting Board in Washington for review. National estimates 
with interpretative comments are issued from Washington and State 
reports especi: ally adapted for local use are issued from the field offices. 

The Crop Reporting Board is composed of a Chairman, Vice Chair- 
man, secretary, and other Washington personnel of the Agricultural 
Estimates Divi ision, who are ¢ ommodity specialists and of technicians 
(State statisticians) who are drawn from various field offices to assist 
in the preparation of specific reports. ‘The Crop Reporting Board re- 
sponsible for estimates in States producing the major part of the specu- 
lative crops which are cotton, corn, wheat, oats, and soybeans, is gener- 
ally composed of five or six members, three of whom are from the field 
offices. It is referred to as the speculative board. These technicians, 
together with others of the Agricultural Estimates Division, are also 
responsible for the nonspeculative portion of each monthly report; 
i.e., 2ll commodities other than the speculative crops mentioned above. 

Cotton, corn, wheat, oats, and soybeans have been designated as 
speculative crops because of the large volume of futures trading in 
these commodities on the organized exchanges. Those States in which 
the production of a given speculative crop is so great that forecasts or 
estimates of production for those States, either singly or in aggregate, 
are closely correlated with the country’s total estimated production 
have been designated as speculative States for the crop named and all 
other States are called nonspeculative with regard to that crop. 

The speculative board operates within locked and sealed quarters 
until the moment a report is released. In December of each year the 
minute and hour of these releases for the year following is set and 
announced, ‘These precautions are taken to assure that all users have 
equal opportunity to obtain the information and to prevent any pre- 
mature disclosure that could be used to the advantage of any one indi- 
vidual or group in market speculation. The Crop Reporting Board is 
said by the USDA to be the final authority or review body for inter- 
preting basic data and determining the official forecasts and estimates. 
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B. LAWS RELATING TO THE RELEASE OF INFORMATION ON CROP ESTIMATES } 
SPECULATION ; FALSE CROP REPORTS ; PREDICTIONS AS TO COTTON PRICES 


The laws of the United States prohibit employees from (1) making 
unauthorized disclosures of crop information or of confidential infor- 
mation generally; (2) making speculations before crop information 
is made public: (3) making false crop reports; and (4) making pre- 
dictions as to cotton prices. 

The pertinent sections of the United States Code (U.S.C.) relating 
to these prohibitions are as follows: 


1. Disclosure of Information 

Title 18, section 1902 (act of June 25, 1948) prohibits U.S. em- 
ployees from making unauthorized disclosure of crop information and 
speculation thereon: 


Whoever, being an officer, employee, or person acting for or on behalf of the 
United States or any department or agency thereof, and having by virtue of his 
office, employment, or position, become possessed of information which might in- 
fluence or affect the market value of any product of the soil grown within the 
United States, which information is by law or by the rules of such department 
or agency required to be withheld from publication until a fixed time, willfully 
imparts, directly or indirectly, such information, or any part thereof, to any 
person not entitled under the law or the rules of the department or agency to re- 
ceive the same; or, before such information is made public through regular 
official channels, directly or indirectly speculates in any such product by buying 
or selling the same in any quantity, shall be fined not more than $10,000 or im- 
prisoned not more than ten years, or both. 

No person shall be deemed guilty of a violation of any such rules, unless prior 
to such alleged violation he shall have had actual knowledge thereof. 


This section was originally title 18, section 214, act of March 4, 1909, 
According to USDA officials this act was passed because of the dis- 
covery that an employee had been furnishing information to specula- 
tors prior to the release of crop reports. There have been no prosecu- 
tions under this section. 

Title 18, section 1905 (act of June 25, 1948), makes it a criminal 
violation to disclose confidential information generally and is a 
broad statute not confined in its language to “* * * products of 
the soil” as in the case of section 1902. 


Whoever, being an officer or employee of the United States or of any depart- 
ment or agency thereof, publishes, divulges, discloses, or makes known in any 
manner or to any extent not authorized by law any information coming to him 
in the course of his employment or official duties or by reason of any examination 
or investigation made by, or return, report, or record made to or filed with, such 
department or agency or officer or employee thereof, which information concerns 
or relates to the trade secrets, proceses, operations, style of work, or apparatus, 
or to the identity, confidential statistical data, amount or source of any income, 
profits, losses, or expenditures of any person, firm, partnership, corporation, or 
association; or permits any income return or copy thereof or any book con- 
taining any abstract or particulars thereof to be seen or examined by any persons 
except as provided by law; shall be fined not more than $1,000, or imprisoned 
not more than 1 year, or both; and shall be removed from office or employment. 


Title 7, section 472 (act of March 3, 1927), established the con- 
fidential character of information furnished concerning cotton statis- 
tics and estimates and prohibits divulging of such information: 


The information furnished by any individual establishment under the pro- 
visions of this chapter shall be considered as strictly confidential and shall be used 
only for the statistical purpose for which it is supplied. Any employee of the 
Department of Agriculture who, without the written authority of the Secretary 
of Agriculture, shall publish or communicate any information given into his 
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possession by reason of his employment under the provisions of this chapter 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be fined 
not less than $300 or more than $1,000, or imprisoned for a period of not exceeding 
1 year, or both so fined and imprisoned, at the discretion of the court. 

The Office of the General Counsel, USDA, advised that, in addition 
to the criminal laws set forth above, there are a number of statutes 
which prohibit the disclosure of information pertaining to specific 
commodities; however, these statutes do not relate directly to the esti- 
mates released by the Cr op Reporting Board. 


. Speculations 


Title 18, section 1902, set out above includes a prohibition against 
speculations” * * * before such information is made public through 
regular official channels * * *.” [Italic supplied.] From the lan- 
guage of section 1902 it might appear that an employee of the we 
ernment mi iy speculate after such information (crop estimates) 1 
made public through regular official channels. Congress, conaber, 
has seen fit to enact other laws which forbid speculations altogether. 
These laws make it a crime for any person while acting in any 
official capacity on the administration of certain acts to make specula- 
tions. These acts and the types of speculations prohibited are: 

Title 7, section 610(g) (Agricultural Adjustment Act of 1933 and 
Agricultural Marketing Agreement Act of 1937), prohibits specula- 
tion in any agricultural commodity or product thereof to which such 
acts apply , or in contracts relating thereto or in the stock or member- 
ship interests of any association or corporation engaged in handling, 
processing, or disposing of any such commodities or products. 

Title 7, section 1157 (Sugar Act), prohibits investments or specula- 
tions in sugar or liquid sugar, contracts relating thereto, or the stock 
or membership interests of any association or corporation engaged in 
the production or manufacturing of sugar or liquid sugar. 

Title 18, section 1903, prohibits any person while acting in an offi- 
cial capacity in the administration of any act of Congress relating to 
crop insurance or to the Federal Crop Insurance “Corporation to 
speculate in any agricultural commodity or product thereof, to which 
such enactments apply, or in contracts relating thereto, or in the stock 
or membership interests of any association or corporation engaged in 
handling, processing, or disposing of any such commodity or product. 
3. False crop reports 


Title 18, section 2072 (act of June 25, 1948), prohibits U.S. em- 
ployees from making false crop reports: 


Whoever, being an officer or employee of the United States or any of its 
agencies, whose duties require the compilation or report of statistics or infor- 
mation relating to the products of the soil, knowingly compiles for issuance, or 
issues, any false statistics or information as a report of the United States or any 
of its agencies, shall be fined not more than $5,000 or imprisoned not more than 
5 years, or both. 


1. Predictions as to cotton prices 
Title 12, section 1141j(d) (Agricultural Marketing Act, June 15, 


1929), prohibits U.S. employees from making predic tions as to cotton 
prices : 


The inclusion in any governmental report, bulletin, or other such publication 
hereafter issued or published or any prediction with respect to cotton prices is 
prohibited. Any officer or employee of the United States who authorizes or is 
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responsible for the inclusion in any such report, bulletin, or other publication of 
any such prediction, or who knowingly causes the issuance or publication of any 
such report, bulletin, or other publication containing any such prediction, shall, 
upon conviction thereof, be fined not less than $500 or more than $5,000, or im- 
prisoned for not more than 5 years, or both: Provided, That this subdivision 
shall not apply to the Governor of the Farm Credit Administration when en- 
gaged in the performance of his duties herein provided. 


In addition, Public Law 85-459, section 404 (the Department of Ag- 
riculture Appropriation Act of 1959), contains a prohibition as to the 
prediction of cotton prices in this form: 


Provided further, That no part of the funds appropriated by this act shall be 
used for the payment of any officer or employee of the department who, as such 
officer or employee, or on behalf of any department or any division, commission, 
or bureau thereof, issues, or causes to be issued, any prediction, oral or written, 
or forecast, except as to damage threatened or caused by insects and pests, with 
respect to future prices of cotton or the trend of same. 


(. REGULATIONS OF USDA RELATING TO THE RELEASE OF INFORMATION ON 
CROP ESTIMATES ; SPECULATION ; FALSE STATISTLCS 


1. Disclosure of information 

The Administrative Regulations (AR) of the USDA relating to the 
disclosure of information on crop estimates, speculation, and false sta- 
tistics which appear in title 1, chapter 4, section 2, entitled “Crop 
Reporting Board” are: 

330. INFORMATION Nor To Be RELEASED: SPECULATION: FALSE STATISTICS: 
a. Withholding information. The contents and every part of the contents of each 
and every report specified * * * and the information and every part of the infor- 
mation utilized in the preparation of such reports, shall be withheld from publica- 
tion until the day and hour provided for the issuance of the reports in the 
schedule approved by the Secretary of Agriculture and amendments thereto. 

b. Access to information. No member of the Board or other persons engaged 
in the preparation of information for reports shall, before the release of any 
Board report provided for herein, willfully impart or permit access to any in- 
formation contained therein or any part thereof, directly or indirectly, to any 
person not entitled under the law and rules of the Department to receive the 
same * * *, 

Although paragraph 330 includes in its title speculation and false 
statistics it does not contain any Administrative Regulation as such, 
regarding these items. Paragraph 330c does, however, quote title 
18 United States Code, sections 1902 and 2072, which cover speculation 
and false statistics. 


2. Speculations 
Title 8, chapter 55, section 3, of USDA Administrative Regulations 
regarding speculation follows: 


2018. GENERAL ReEstTrRICcTION(S).—No employee of the Department shall par- 
ticipate directly or indirectly in any transaction concerning the purchase or sale 
of corporate stocks or bonds, commodities, or other property for speculative pur- 
poses if such action might tend to interfere with the proper and impartial per- 
formance of his duties or bring discredit upon the Department. Employees are 
not prohibited by this paragraph from making bona fide investments. When an 
employee is uncertain as to whether a contemplated transaction is prohibited by 
this paragraph, he should consult his immediate superior. 

2019. SPECIFICATION IN AGRICULTURAL CoMMopDITIES.—Because of the possible 
effect of certain Department programs on market prices and futures trading, 
speculation, either direct or indirect, in any agricultural commodity is wholly 
prohibited in the case of employees of the Department concerned in any way 
with the administration of acts regulating trading in commodities for future 
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delivery, programs for the purchase or sale of commodities, price support pro- 
grams, commodity loan programs, or other programs which directly affect mar- 
ket prices of agricultural commodities. 

This section on speculation also cites the statutory provisions of the 
Sugar Act and the Agricultural Marketing Agreement Act against 
speculations which provisions have been set out in this report. In ad- 
dition, paragraph 2021 entitled “Speculation on Information Re- 
quired To Be Withheld Until a Fixed Time” states, “See 1 AR 330c 
which applies to all employees of the Department and which prohibits 
speculation on information required to be withheld from publication 
until a fixed time.” Paragraph 330c as already noted quotes title 18, 
United States Code, sections 1902 and 2072. 

The USDA’s broad Administrative Regulations concerning the dis- 
closure of information are contained in its title 1, section 7, availa- 
bility of information and records, subsections 534 and 535. This 
section provides, among other things, that the records, reports, and 
estimates for consideration and release by the Crop Reporting Board 
are confidential and not available for public inspection prior to their 
formal release. 

AMS, in order to impress upon its employees the confidential na- 
ture of crop estimates and at the same time have a record of each em- 
ployee’s cognizance of the laws and regulations, requires that all em- 
ployees of the Agricultural Estimates Division, both field and Wash- 
ington offices, sign the certification set out below. This certification 
was last revised Febru: ary 1, 1958, in order to make it broad enough 
to include persons employed by State agencies which are cooperating 
with the USDA in the preparation of agricultural estimates. When- 
ever substantive changes are made in the regulation cited in the cer- 
tification, the Agricultural Estimates Division requires that each em- 
ployee read them and submit a new certification. 


CERTIFICATION 


As an officer, employee, or person acting for or in behalf of the U.S. Depart- 
ment of Agriculture in work related to the preparation of crop and livestock 
estimates and reports, I fully recognize my responsibility for safeguarding 
against unauthorized disclosure the confidential types of data, records, or infor 
mation to which I will have access in my assigned work. 

The Director of the Agricultural Estimates Division, Agricultural Marketing 
Service, through his authorized representative, has placed before me— 

(a) the administrative regulations governing the preparation and issu- 
ance of the monthly crop reports and other official crop and livestock esti- 
mates of the Department of Agriculture prepared by the Crop Report Board 
(1 AR 825-834) ; and 

(0) applicable provisions of 1 AR 534 and 535 and 18 United States Code 
1902 (a provision of the U. 8. Crimins tL Code, quoted in 1 AR 330) protecting 
the confidentiality of reported information and unpublished office records. 

I certify that I have read the above-mentioned regulations this —__ day of 

tas compose eas -..., 19__, and will abide by them. 


(Sig gné ature ) 


( Street address) 


; (¢ ‘ity ¢ and State) 
Witnessed by: 


~ Repre se ntative of Dir ector, 
Agricultural Estimates Division. 
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III. Procepures ror SAFEGUARDING Crop EstTIMATE INFORMATION 
A. GENERAL PROCEDURES 


The Crop Reporting Board prepares and issues approximately 500 
reports of all types during the course of a year. The reports of pri- 
mary importance to this inquiry are those which, because of the com- 
modities involved, require that the forecasts and estimates not be 
divulged until officially released. This is necessary in order that the 
information will be available to all persons equally at the same time 
because of the highly speculative nature of the commodities involved, 
i.e., cotton, corn, wheat, oats, and soybeans, all of which are traded 
on the futures markets. 

The USDA safeguards crop estimate information until released by 
having the final estimates and reports prepared in what are known as 
lockup quarters. 

Instruction are prepared and sent to the field offices regarding the 
next report immediately after the release of a crop report by the 
Agricultural Estimates Division. These instructions specify a due 
date which will allow these offices as much time as practicable to 
prepare and submit their reports. 

The general crop report covers both speculative and nonspeculative 
commodities, the latter being any commodities other than speculative. 
Cotton, although speculative, is treated in a separate cotton report. 

The data on nonspeculative crops is mailed by field offices in special 
C envelopes to the Crop Reporting Board in Washington, D.C., where 
upon receipt the envelopes are delivered to the Office of the Secretary 
of the Crop Reporting Board. 

The State statisticians after disposing of the nonspeculative data 
by mailing the special C envelopes, turn their attention to the specu- 
lative crops of cotton, corn, wheat, oats, and soybeans. ‘Two copies 
of the form “Agricultural Statisticians Speculative Report” are used 
for each of the “speculative items with indications, recommendations, 
and comments all entered on the same form. The agricultural 
statisticians speculative reports are sent to the Secretary of Agricul- 
ture in order to reach Washington, D.C., by 10 a.m. of the day before 
the crop report is to be released in order that receipt may be checked 
and the State statisticians notified if their reports are not received 
on time. 

The information prepared by the field offices regarding speculative 
commodities is mailed in special A envelopes addressed to the Secre- 
tary of Agriculture. Upon receipt in the USDA post office they 
are delivered to the Chief of the Secretary’s Records Section who has 

responsibility for placing the envelopes (unopened) in a mailbox 
that is secured by two locks and kept in a locked room. 

The following are the procedures currently in effect on the day of 
the preparation of a speculative crop report as set forth in “The 
Agricultural Estimating and Reporting Services of the USDA 
Miscellaneous Publication No. 703,” last issued in December 1949 : 


On the morning of the release of the report—about 6 o’clock or earlier—the 
Chairman of the Board, the secretary of the Board (who has the key for one 
lock), one other Board member, and a representative of the Secretary of Agri- 
culture (who has the key for the other lock), go to the locked room accompanied 
by an armed guard. There they unlock the mailbox and under guard * * * 
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remove the report * * * to the door of the second floor, fourth wing corridor, 
in the South Agriculture Building, where the guard locks the door after the 
Chairman and secretary of the Board and other Board members have entered. 
The night before, the venetian blinds on all windows within this corridor have 
been lowered, closed, and sealed. No one may open or even adjust these blinds 
while the Board is in session. All telephones in the wing have been disconnected, 
the door at the other end of the corridor is locked, and a guard is on duty 
outside. Until the appointed hour of release no one may leave the corridor, 
and only employees who carry special passes are allowed to enter. These are 
called the lockup quarters. 

Materials for each State are placed in a State folder, as with the nonspecu- 
lative section of the report. But instead of each State being reviewed by only 
two members of the board, each member of the board makes his own interpreta- 
tion of the data for each of the speculative items for each of the States. The 
secretary of the Crop Reporting Board records the recommendations of all mem- 
bers of the Board on a separate summary sheet for each speculative item. The 
Chairman reviews these recommendations and if members are in disagreement 
concerning an item, they discuss and review the situation until an agreement 
is reached or the Chairman has exercised his authority to set the official estimate. 

When forecasts or estimates have been adopted for all States for a given crop, 
they are handed to the computing unit. Here they are entered on the com- 
putation sheet, which already contains the data for the nonspeculative States. 
The necessary computations are made and national production and yield per 
acre are computed. After this, tables containing the data are stenciled and the 
Board members write comments on the speculative commodities for which they 
are responsible. These comments are edited for accuracy and style and then 
stenciled. Mimeograph machines are brought into the quarters the night before 
so that the report can be processed inside the locked corridor. Finally, shortly 
before the time of release, the report is assembled. 

The Secretary of Agriculture enters the lockup quarters about 2:45 p.m., 
reviews the report, discusses it with the Board members, and signs it, thus ap- 
proving it for release. Two or three minutes before 3 p.m. the Chairman and 
Secretary of the Board, acompanied by a few members, leave the lockup quar- 
ters and proceed under guard to the release room, “looking neither to right nor 
left and speaking to no one nor acknowledging any greeting,” according to regu- 
lations. In the release room, telephone and telegraph instruments already are 
connected with the outside world and the operators are assembled in a preseribed 
space, out of reach of the instruments. 

When the Chairman enters the release room he places one report, face down, 
beside each telephone and telegraph instrument. All persons present stand 
within a specified space. At precisely 3 p.m. by a Western Union clock on the 
wall, a representative of the Secretary of Agriculture says “Go” and the re- 
porters from the newspapers, press and wire services, rush to their instruments 
and begin sending out the report. In each newsroom or brokerage office at the 
other end of the wire the receiver has a prepared skeleton of the face sheet of 
the report. so that only the numbers need to be transmitted. A few minutes 
later the newspapers containing the reports are available on the street. 

At 3 p.m. the doors at either end of the corridor are thrown open, the blinds 
are unsealed, and the telephones are connected. A telegram is dispatched to 
each of the 41 State offices that has requested it. containing all changes in 
estimates from the statistician’s recommendations for that particular State and 
all U.S. estimates. Mimeographed releases are mailed to all field offices. Re- 
leases destined for distant offices by airmail are delivered to the Washington 
National Airport by automobile. 


The Crop Reporting Board security procedures require that at the 
close of each workday all reports be placed in a locked steel safe. 
Field office procedures require that crop report data and associated 
material be placed in locked file cabinets or otherwise placed under 
cover ina manner that will prevent loss or easy access by unauthorized 
persons. 

The Crop Reporting Board has a combination-type steel safe in 
the South Agriculture Building for its use. The staff determined at 
the field offices visited that file cabinets with common- -type locks and 
in some instances locked desks were being used to secure the crop 
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report data. These may provide adequate security in those instances 
where the field offices are located in guarded Federal buildings; how- 
ever, many field of ffices are located in State-owned or private buildings. 
The staff feels that at least those field offices in “speculative” States, 
housed in non-Federal buildings, should have manipulation-resistant 
changeable combination steel file cabinets in order to afford more pro- 
tection to crop estimate information. 


B. LOCKUP QUARTERS OF THE AGRICULTURAL ESTIMATES DIVISION 


Staff members conducted a survey of the Agricultural Estimates 
Division lockup quarters which consist of the entire fourth-wing 
corridor located on the second floor of the South Agriculture Building. 
The Crop Reporting Board of the Agricultural Estimates Division 
meets in Room 2424 approximately midway between the ends of the 
fourth-wing corridor. Doors located at each end of the corridor, which 
are the only normal means of entry to the lockup quarters, were ob- 
served to be locked and armed General Services Administration guards 
were on duty outside during an actual lockup. Telephones within 
the lockup were disconnected and the venetian blinds locked in a 
closed position and sealed with wire-lead seals the evening before the 
lockup. The staff noted that although the venetian blinds are closed 
and sealed this would not prevent the giving of a prearranged signal 
by sliding a sheet of paper or similar thin material through the slats 
of the blinds. 

Food was delivered on a cart to the locked corridor doors where the 
guard on duty unlocked the doors and pushed the car through but 
did not allow the deliveryman to enter or converse with anyone within 
the lockup. The cart remained in the lockup until the report was 
released. 

1. Entrance doors to lockup quarters 

The staff upon examining the north doors of the lockup observed 
that instructions were posted for the guard stationed there during 
the lockup. One of these instructions permits the secretary of the 
Crop Reporting Board, the assistant secretary, the chairman or the 
vice chairman to summon the guard and to have the guard ask certain 
persons to come to the loc kup qu: irters. 

Title 1, chapter 4, section 2, 332b of the USDA Administrative 
Regulations relative to the lockup doors provides 


* * * the guard shall lock all doors leading from the board rooms, and remain 


on watch until the report is released. While on watch, the guard shall not 
permit any communication between persons within the board rooms and per- 
sons outside except as provided below. The guard shall unlock the door only 
to permit— 

(1) the entrance of— 

(a) The Secretary of Agriculture. 

(b) The Administrator of the Service. 

(c) Officials of the Bureau of the Census who cooperate on issuing 
the joint cotton ginning and production report. 

(d) Employees of the Agricultural Estimates Division staff and other 
persons whose presence is required in the preparation of the 
report, and who have written permission from the Chairman. 

(e) Other officials and employees of the Department of Agriculture 

having written authority from the Secretary of Agriculture, or from 
the Administrator of the Service. 
(2) The delivery to the board rooms of mail, telegrams, written communi- 
cations, or supplies for use of the board. 
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(3) Notification by the chairman to the guard of delay in completion of 
a board report * * * by the chairman or the secretary of the board to 
convey emergency instructions essential to completion of a report. 

(4) The departure of— 

(a) The Secretary of Agriculture, the chairman, and such other 
persons as may be designated at the time by the chairman, for the pur- 
pose of proceeding, under guard, to the room provided for the release 
of the report. 

(b) Any person in the case of extreme emergency, in which event a 
member of the guard shall accompany and remain with such person 
until the release of the report. 

(c) All persons in case of fire or other serious emergency. 

On August 11, 1958, at 2:04 p.m. (general crop report due to be 
released at 3 p.m.) while a lockup was in session an official of the Crop 
Reporting Board was observed by a staff member talking to the guard 
at the north doors of the lockup (Independence Avenue end of corri- 
dor 4). The guard left his post and returned shortly accompanied 
by a woman who conversed with the official but did not enter the 
lockup. 

It is not the intention of the staff to impugn the integrity of any of 
the employees of the Agricultural Estimate Division and this particu- 
lar observation at the time was quite accidental. However, it does 
serve to illustrate that maximum security of the lockup has not been 
obtained as the woman did not enter the lockup and remain until 
the release of the report. 

Officials of the Crop Reporting Board explained that it sometimes 
becomes necessary to secure additional employees or supplies for use 
in the lockup. This is provided for under 332b(3) of the administr: 
tive regulations set out above. The staff agrees that this may . 
necessary; however, those employees outside the lockup who are con- 
tacted at the loc kup door by an official of the board for any reason 
should be guard-escorted until they have complied with the official’s 
request and then should be required to enter and remain in the lockup 
until it is officially concluded. The guard-escort should be provided 
Ww anon leaving the doors unguarded. 


Maintenance of log for lockup quarters 

“The staff also learned that logs were not being kept to cover those 
instances wherein Crop Reporting Board officials deem it necessary 
to communicate with persons outside the lockup in order to request 
supplies, additional employees, or for whatever the reasons may be. 
Officials of the Agricultural Estimates Division, since the staff’s in- 
quiry, have initiated the use of logs in order to categorize the contacts 
with the guards and other employees by the board officials to deter- 
mine whether the reasons for the contacts can be eliminated. 

Officials of AMS and the Crop Reporting Board, in describing the 
regulations and precautions developed over many years to prevent 
premature releases of crop estimates, point out that the commodity 
markets may react significantly to official crop reports. For this 
reason, they feel that advance information concerning speculative 
crop reports might be extremely valuable to specul: ators. They feel 
that the safeguards which are in effect have been quite successful, 
inasmuch as there have been no allegations or reports of premature 
disclosures for the past 50 years. 
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Part II. Laws, Regulations, Practices, and Policies Relating to 
the Release of Information Concerning Decisions of the Com- 
modity Credit Corporation Relative to the Purchase, Handling, 
and Disposition of Price-Supported Commodities 


lL. InrropucrTiIon 
A. DIRECTIVE 


The Committee on Appropriations, by directive dated May 29, 1958, 
instructed that an inquiry be made into the laws, regulations, prac- 
tices, and policies relating to the release of information concerning 
decisions of the CCC relative to the purchase, handling, and disposi- 
tion of price-supported commodities and the steps, if any, taken to 
prevent the premature release of such information. The committee 
also requested that the staff furnish examples of the effect of CCC 
decisions on domestic and foreign markets. 


B. SCOPE OF INQUIRY 


This inquiry consisted of a study of the laws, regulations, and pro- 
cedures relating to the operations of CCC and Commodity Stabiliza- 
tion Service (CSS) with particular reference to procedures for safe- 
guarding information pertaining to the proposed actions and deci- 
sions of CCC. A study was also made of the effects of CCC decisions 
on the commodity markets. 

The staff interviewed responsible officials of CCC, CSS, others in 
USDA, and representatives of private concerns interested in the com- 
modity markets including brokers, traders, and officials of cotton and 
grain exchanges. A study was also made of various market news 
services, which report the activities of the commodity markets, and 
appropriate records of the USDA. 


II. Laws. Reauiations, AND Po.nicres RELATING TO THE RELEASE 
or INFORMATION CoNCERNING Decisions or CCC 


A. ORGANIZATION AND FUNCTION 


1. Commodity Credit Corporation 


The following information was obtained from the USDA Agricul- 
ture Information Bulletin No. 135: 


HISTORY 


The Commodity Credit Corporation was organized October 17, 1933, pursuant 
to Executive Order No. 6340. Originally incorporated under the laws of the 
State of Delaware, this agency was managed by and operated in close affiliation 
with the Reconstruction Finance Corporation up to July 1, 1939, as an agency of 
the United States. On that date, CCC was transferred to and made a part of 
the U.S. Department of Agriculture. 

Approval of the Commodity Credit Corporation Charter Act (Public Law No. 
806, 80th Cong.) on June 29, 1948, established CCC—effective July 1, 1948—as 
an agency of the United States under a permanent Federal charter. Public Law 
No. 85, 81st Congress, approved June 7, 1949, amended the charter act in several 
important respects. 
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AUTHORITY 


The Commodity Credit Corporation Charter Act, as amended, authorizes 
CCC to— 

(1) Support prices of agricultural commodities through loans, purchases, 
payments, and other operations ; 

(2) make available materials and facilities required in the production and 
marketing of agricultural commodities ; 

(3) procure agricultural commodities for sale to other Government agen- 
cies, foreign governments, and domestic, foreign, or international relief or 
rehabilitation agencies, and to meet domestic requirements ; 

(4) remove and dispose of surplus agricultural commodities ; 

(5) increase domestic consumption of agricultural commodities through 
development of new markets, marketing facilities, and uses ; 

(6) export or cause to be exported, or aid in the development of foreign 
markets for agricultural commodities ; and 

(7) carry out such other operations as Congress may specifically authorize 
or provide for. 

MANAGEMENT 


Management of CCC is vested in a Board of Directors, subject to the general 
supervision and direction of the Secretary of Agriculture, who is an ex officio 
Director and is Chairman of the Board. The Board consists of six members (in 
addition to the Secretary of Agriculture), who are appointed by the President 
of the United States by and with the advice and consent of the Senate. * * * 


2. Commodity Stabilization Service 
Bulletin No. 135 stated : 


The Commodity Stabilization Service (CSS), an organization set up within the 
Department of Agriculture on November 2, 1953, administers CCC programs, in- 
cluding (1) price support; (2) disposal, through domestic and foreign sale barter, 
transfer, and donation of Government-owned surplus farm products; (8) Inter- 
national Wheat Agreement: (4) storage facility loans; (5) transportation, 
warehousing, and related service activities; and (6) certain supply and foreign 
purchase operations. * * * 

The Washington organization of CSS is headed by an Administrator and an 
Associate Administrator. Commodity divisions are Cotton, Grain, Livestock and 
Dairy, Oils and Peanut, Sugar, and Tobacco. Divisions having functional or 
staff responsibilities are Administrative Services, Audit, Barter and Stockpiling, 
Budget, Compliance and Investigation, Fiscal, Food and Materials Requirements, 
Information, Performance and Aerial Photographic, Personnel Management, 
Price, Soil Bank, and Transportation and Storage Services. 

There are eight CSS commodity offices, located in Boston, Chicago, Cincinnati, 
Dallas, Kansas City, Minneapolis, New Orleans, and Portland (Oreg.), which are 
responsible in their areas for such activities as loans, purchases, shipping, stor- 
age, commodity disposals, export financing, fiscal examination, payment, and 
accounting. The Administrative Services, Audit, Compliance and Investigation, 
Fiseal, and Personnel Management Divisions maintain field offices. 


The commodity offices at Boston and Cincinnati have since been 
closed. 


Decisions of the COC 


Decisions concerning the purchase, handling, and disposition of 
price-supported commodities are made by the Board of Directors of 
CCC and are administered by the Executive Vice President of CCC 
who is also the Administrator of CSS. He is responsible for the 
development of programs for presentation to the Board and the formu- 
lation of policies for carrying out the Board’s decisions. 

The charter of CCC requires that four members of the Board of 
Directors be present to form a quorum and a majority vote of those 
present is necessary in order for a decision or resolution to be made. 
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All decisions and resolutions must be approved by the Secretary of 
Agriculture before they can become effective and the Secretary has 
the power to reject any action taken by the Board. 

The Board acts on formal programs which are presented in the form 
of dockets and on matters of an urgent nature brought directly before 
the Board for which there is insufficient time to prepare dockets, Pres- 
entation of the various CCC programs to the Board in the form of 
dockets is the customary manner in which the business is transacted. 


B. LAWS RELATING TO THE RELEASE OF INFORMATION CONCERNING 
DECISIONS OF CCC 


Mr. George E. Cooper, Chief, CCC Division, Office of the General 
Counsel, USDA, advised as follows: 


There are no statutes of sufficient breadth which would make all improper 
releases of CCC or CSS information criminal offenses. 


Mr. Cooper believed title 18, sections 1902 and 1905, United States 
Code (set forth on pp. 4 and 5 of this report) might have limited 
application to certain types of improper disclosures of the proposed 
actions and decisions of CCC. He pointed out the General Counsel’s 
Office has not considered section 1902 as being applicable to all im- 
proper disclosures: however, viewed it as directed toward preventing 
premature disclosure of information regarding crop estimates. He 
was of the opinion this statute may be construed as being applicable to 
the disclosure of certain information which might affect the market 
value of a product, such as information pertaining to price support 
levels. 

Mr. Ralph F. Kobel, assistant to General Counsel, USDA, was asked 
whether 18 U.S.C. 1905 encompasses all other statutes on confidenti- 
ality and departmental rules and regulations. He furnished the fol- 
lowing reply: 


It is the Department’s view that 18 U.S.C. 1905 does not encompass all other 
statutes on confidentiality and the Departmental rules and regulations, although 
it may encompass some of them. 


Mr. Kobel stated: 


According to the reviser‘s notes, the provision is a consolidation of section 
176b of title 15, U.S.C. 1940 ed., Commerce and Trade, section 216 of title 18, 
U.S.C., 1940 ed., pertaining to disclosures of income information and section 
1335 of title 19, U.S.C., 1940 ed., customs duties. We feel that it is likely that 
in a given case, a court would examine the legislative history, including consid- 
eration of its genesis and of its predecessors or precursors, as was done in the 
ease of United States v. Bergson (119 F. Supp. 459) (involving criminal pro- 
visions relating to conflict of interest) and would not extend it beyond the scope 
of what was intended to be covered by the original provisions. In any event, in 
view of the well settled principle that a criminal statute is to be strictly con- 
strued in favor of the defendant, we feel that the statute would be applied only 
to the items specifically covered by it. 

In several of the statutes restricting availability of information received by 
this Department, such as 7 U.S.C. 472 and 7 U.S.C. 608d(2). a criminal penalty 
is provided in the statute itself, and we think it is clear that these provisions 
would not be covered by 18 U.S.C. 1905. In connection with the others, such as 
7 U.S.C. 507 and 7 U.S.C. 955, relating to statistical information, it is possible 
that a literal construction of 18 U.S.C. 1905 would bring them within its purview. 

We would consider that a violation of the rules and regulations with respect to 
confidential matérial would be handled as a disciplinary matter, except where 
there was a statute providing a criminal penalty for unauthorized release of 
confidential information, such as 18 U.S.C. 1902, relating to crop information. 
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t is possible, of course, that information covered by the regulations which is 
contained in the specific enumeration in 18 U.S.C. 1905, if released in violation of 
the regulations, would provide a basis for criminal prosecution, but it may be 
noted that a good deal of the records deemed confidential or of limited avail- 
ability under the regulations is not within the enumerations in 18 U.S.C. 1905. 


Mr. Cooper pointed out that while an improper disclosure may not 
be covered by a direct statute, the effect of the disclosure might bring 
it within the purview of some other criminal statutes such as those 
covering fraud against the Government. 

Mr. Kobel related the case entitled “United States v. Clovis D. 
Walker and Loutfy Mansour” is the only case he knew of concerning 
an alleged improper release of information by a USDA employee. 
He stated Walker, the former Chief of the Cotton Branch, Production 
and Marketing Administration (PMA) was indicted by a Federal 
grand jury in Washington, D.C., in June or July 1952 for an alleged 
violation of title 18, section 371, United States Code (fraud against the 
Government). The indictment alleged Walker improperly disclosed 
to Mansour, an Egyptian importer, information concerning competi- 
tive bidding for CCC products, which was advantageously used by 
Mansour. The case was tried in the U.S. district court, Washington, 
D.C., in May 1953, and Walker was found not guilty. The case against 
Mansour was dismissed September 23, 1954. 

Both Messrs. Kobel and Cooper advised it was their opinion it 
would be difficult to draft a statute which would pertain specifically 
to improper disclosures by employees of CCC and CSS. 


C. REGULATIONS OF USDA RELATING TO THE RELEASE OF INFORMATION 
CONCERNING DECISIONS OF CCC 


Mr. Cooper and Mr. Kobel advised title 1, section 7, subsections 
534 and 535 of the regulations of USDA do pertain to employees of 
CCC and CSS. These regulations generally govern the release of 
information and records and provide certain records are confidential 
including minutes of meetings of boards of directors of corporations 
under the administrative supervision of the USDA. 

Mr. Cooper pointed out most CCC programs are handled through 
dockets and that CCC Board docket CZ-157, approved April 24, 1953, 
sets forth the current policies and procedures for the submission of 
dockets to the Board of Directors of CCC and the handling of dockets 
considered by the Board. CZ-157 will be commented on subsequently 
in this report. 

Mrs Marion M. Crumpler, Assistant Secretary, CCC Board, ad- 
vised the records of CCC are classified “Administratively confidential” 
by resolutions of the Board approved May 19, 1954. This resolution 
states in part as follows: 

* * * Such material marked “Administratively confidential” shall be made avail- 
able only for administrative use in the Department of Agriculture by persons 
whose work makes them directly concerned therewith, and the availability of 
such material to persons outside the Department of Agriculture shall continue to 


be handled in accordance with the administrative regulations of the Department 
of Agriculture. 


Mr. Clarence Barker, staff assistant, Food Material Requirements 
Division, CSS, stated he is the Records Security Office of CSS. He 
stated the records security regulations of the Department issued 
March 14, 1958, under Executive Order 10501 which are currently 
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in effect state as follows concerning “Administratively Confidential” 
material: 


3-b-1. The practice of marking material “Restricted for Administrative Use,’ 
“Distribution Limited,” etc., is prohibited. In the future, material other than 
Defense information or material that is not for general use immediately should 
be marked “ADMINISTRATIVELY CONFIDENTIAL.” Material designated 
“ADMINISTRATIVELY CONFIDENTIAL” shall not be distributed to persons 
outside of Federal agencies, except that, with the approval of the head of the 
originating agency, such material may be distributed to cooperators or col- 
laborators who must have the particular information in connection with their 
work with the Department. Material shall not be marked “ADMINISTRA- 
TIVELY CONFIDENTIAL” to avoid stocking copies to answer inquiries for 
such material. Insert date that the “ADMINISTRATIVELY CONFIDENTIAL” 
restriction is to be removed, unless it is impossible to do so. * * * 


, 


D. POLICIES AND PROCEDURES OF CCC RELATING TO FORMULATION OF PRO- 
GRAMS AND THE RELEASE OF INFORMATION CONCERNING DECISIONS OF 
CCC 


1. Types of action taken by CCC Board 

Mr. Lionel C. Holm, Secretary, CCC Board, advised that actions 
taken by the Board are usually in the form of resolutions or dockets. 
Provisions of the program authorization, justification, and other sup- 
porting information are usually presented in the form of “dockets.” 
However, action which cuts across program lines affecting two or more 
programs is usually prepared as a “resolution.” Emergency pro- 
grams because of the time limitation involved in preparation are often 
presented as “resolutions” and where desirable, later placed in “docket” 
form. 

The following are some of the principal programs acted on by the 
CCC Board which may affect the market value of the commodities 
involved : 


a. Price supports 

(1) Basic—Mandatory. Examples: Corn, cotton, peanuts, rice, to- 
bacco, and wheat annual programs. 

(2) Nonbasic—Mandatory. Examples: Honey, milk and butterfat, tung 
nuts, wool, and mohair. 

(3) Nonbasic—Nonmandatory. Examples: Barley, cottonseed, dry 
beans, flaxseed, grain sorghums, naval stores, oats, rye, and soybeans. 

b. Export programs—Examples: Wheat and wheat flour export programs ; export 
programs for barley, corn, grain sorghums, oats, and rye, and cotton export 
programs. 

ec. Policy 

(1) Disposal—Examples: Disposal of commodities acquired under CCC 
programs and sales prices to be charged on sales by CCC; sales of cotton 
in CCC inventory and donation of commodities under section 416. 

(2) Loans—Examples: CCC loan operations with respect to interest 
rates, servicing arrangements and service fees, and reseal loan programs 
for grains. 

(3) Barter—Examples: Barter of surplus commodities for strategic 
materials. 

d. Storage programs 

(1) Farm storage—Examples: Farm storage, facility loan program; 
program to finance the purchase of mechanical driers. 

(2) Distress loan programs—Examples: Wheat and grain. sorghums. 








(3) Grain bins—Examples: Purchase of grain storage structures. 
2. Historical development of dockets and confidentiality of dockets 
and decisions 
The following information was obtained from Mrs. Crumpler, As- 
sistant Secretary of the CCC Board. 
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By resolution dated September 26, 1945, the Board adopted a formal 
docket procedure from which the current system has developed. This 
resolution defined a docket as: 

A docket is a written proposal for a program undertaking which, when ap- 
proved by competent authority, serves as the source of authority for programs 
operations and as the instrument for committing the funds necessary for execut- 
ing the program. The term includes authorizations for programs involving the 
exercise of the powers of Commodity Credit Corporation and for programs, and 
amendments thereto, involving the use of “section 32” funds (sec. 32 of Public Law 
No. 320, 74th Cong., as amended), and may include price support announcements 
without accompanying docket proposals. 

The resolution set forth the material the docket was to contain and 
the procedures under which the docket was to be prepared, dissemi- 
nated for study and presented and cleared through the Board. This 
procedure provided that a draft of a press release be prepared and 
attached to the docket; that after the docket was approved by the 
Secretary of Agriculture, the Information Service, Production and 
Marketing Administration (PMA) should arrange for the release of 
public notice of the program through the Department? s Office of In- 
formation. This resolution did not mention the confidentiality of the 
docket. 

Memorandum No. 1133 of the Secretary of Agriculture dated No- 
vember 7, 1945, set forth a docket procedure for all USDA programs 
and amendments thereto or documents issued in connection there- 
with requiring approval of the Secretary of Agriculture, which in- 
cluded CCC programs. This procedure required that a docket have: 

A press release prepared and cleared by the information division of the 
agency responsible for the program. In a limited number of cases, due to the 
nature of the contents of the docket, a press release may not be required. 

This procedure provided : 


In order that proposed programs may reach the Secretary for consideration 
free of any prior commitments, no commitment with respect to any program 
shall be made orally, by letter, by the issuance of a press release, or otherwise 
unless the program or commitment has been approved by the Secretary. 

The docket procedure as set forth in the original resolution has 
been amended from time to time and the current policy and procedure 
is set forth in docket CZ-157. 

Mrs. Crumpler advised the policy of the Board pertaining to the 
confidentiality of CCC minutes and dockets has been stated and re- 
iterated on a number of occasions. She pointed out the following 
memorandums and minutes of the Board of Directors which pertain to 
the confidential nature of CCC minutes, decisions and material per- 
taining thereto. 

In accordance with the Administrative Procedure  Aiete Public Law 
404, 79th Congress, the Federal Register, volume 2, No. 177, dated 
September 11, 1946, Part II, sets forth regulations of the USDA con- 
cerning the “ Availability of Information and Records” 

The following rules shall govern the availability for examination or the 
furnishing of copies, of matters of official record of the Department, including 
those on file with the National Archives. 

(a) Confidential records. The following records are confidential and shall 
not be subject to examination nor shall copies thereof be furnished upon any 
request except in proper cases from Federal official sources : 
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(4) Minutes of meetings (except resolutions extracted therefrom) of boards 
of directors of corporations under administrative supervision of the Department 
of Agriculture or any of its agencies, State production and marketing adminis- 
tration committees and county agricultural conservation committees. 


Mrs. Crumpler advised that insofar as she can determine the first 
mention in the minutes of the Board that such minutes are confidential 
occurred on October 30, 1946. At that time a request had been re- 
ceived from representatives of the General Accounting Office for 
copies of the minutes of the meetings of the Board, The minutes 
stated in part with regard to this matter: 

Mr. Woolley pointed out that under the regulations issued by the Department 
of Agriculture pursuant to the Administrative Procedure Act the minutes of 


the Corporation were to be treated as confidential, and that before such minutes 
could be furnished to GAO, the consent of the board must be obtained. 


A memorandum dated November 24, 1947, to the branch directors 
and staff officers from the Administrator of PMA, concerning the dis- 
tribution of CCC dockets stated as follows: 


It has been brought to my attention that a very wide distribution within PMA 
is being made of CCC dockets and that in some cases such dockets are not being 
handled as carefully and confidentially as should be the case. Accordingly, the 
number of copies of CCC dockets, both those to be distributed prior to considera- 
tion by the Board of Directors and those to be distributed after they have been 
approved by the Board and the Secretary of Agriculture shall be restricted to 
the minimum number required by the branches and offices concerned. 

Copies of dockets which are submitted to members of the Board of Directors 
and certain other officials of the Department prior to Board consideration shall 
be numbered and a control established by the dockets unit. 

The memorandum identified the officials to receive dockets prior and 
subsequent to the Board’s action and concluded by stating: 

Information contained in dockets either prior or subsequent to their approval 
by the Board or Secretary is not for general release to the public. Dockets which 
involve matters of general interest are ordinarily accompanied by press releases 
which contain information which is to be made public upon approval of the 
docket by the Secretary. 

The minutes of the Board of Directors dated January 29, 1948, stated 
as follows concerning dockets: 

The Board discussed the confidential nature of dockets and reaffirmed its policy 
that no information concerning dockets should be released until after the docket 
had been approved by the Secretary of Agriculture and the press release (if any) 
had been published. 

On February 24, 1950, the USDA issued Procedure Manual 602.1 
setting forth the docket procedure, which spelled out at length the 
confidentiality thereof, and specifically the conditions under which 
information contained in dockets could be disclosed. This manual 
was later designated 702.2 and last revised July 18,1950. This manual 
has been described as obsolete and outdated but has never been super- 
seded and will be discussed subsequently in this report. 

On May 8, 1950, the Chief of the Commodity Credit Division of 
the Solicitor’s Office directed a memorandum to Mr. Edward Shulman, 
Associate Solicitor, concerning the availability of minutes of meetings 
of the Board. The memorandum related under the regulations of the 
USDA, minutes of the meetings of corporations under the administra- 
tive supervision of the Department are confidential. The memoran- 
dum pointed out there appeared to have been no resolutions adopted 
by CCC with respect to the availability of minutes even though the 
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confidentiality of the minutes and supporting documents had been 
referred to in the minutes on several occasions. 

The Acting Solicitor directed a memorandum to the Board of Direc- 
tors, CCC, dated June 20, 1950, concerning the classification and 
handling of certain CCC minutes, ‘proposed and approved dockets and 
supporting documents. The memorandum stated these documents 
should not be designated as material within one of the four categories 
of classified material under security regulations of the USDA. The 
memorandum stated in part as follows: 


The security regulations provide that any person entrusted with material 
classified as “Confidential” must be investigated by the Division of Investigation, 
Office of Personnel, the material when not in use must be kept in locked cabinets, 
and telephones may not be used for the purpose of discussing such material. 
Confidential material is defined in the security regulations as material the un- 
authorized disclosure of which would not necessarily endanger national security, 
but which might prejudice the national interest or the work of any U.S. Govern- 
ment agency by interfering with the development or carrying out of important 
policies or operations; by hampering negotiations in progress; or which might 
be of advantage toa foreign nation. 

It is believed that the unauthorized disclosure of minutes of Board meetings 
and such other Commodity Credit Corporation documents would not generally 
have any of these results but would at the most merely give undue advantage 
in some cases to persons obtaining the information. It is our view, therefore, 
that as a general rule the classification of these documents as “Confidential” 
for purposes of the security regulations is not required. Similarly, it is our be- 
lief that these documents in most instances would not fall within the other 
classifications of material; i.e., “Top Secret,” “Secret” and “Restricted”, covered 
by the security regulations. 


Based on the previously described memorandum, Resolution S—100 
was approved June 23, 1950, by the Board. Itstated: 


Resolved, That minutes of the meetings of the Board of Directors, resolutions 
extracted therefrom, proposed and approved dockets, and supporting documents, 
unless classified by the Secretary of Agriculture, the Board, President of the 
Corporation, or the originating branch as being material within one of the four 
categories of classified material under the security regulations of the Depart- 
ment of Agriculture, issued April 6, 1950, shall not be so designated but shall be 
classified “Distribution Limited,” which classification shall mean that such ma- 
terial shall be made available only for administrative use in the Department 
of Agriculture by persons whose work makes them directly concerned there- 
with. and the availability of such material to persons outside the Department of 
Agriculture shall continue to be handled in accordance with the administrative 
regulations of the Department of Agriculture. 


The minutes of the Board of Directors meeting of October 9, 1951. 
reflected the following concerning release of information: 


Mr. Geissler discussed the handling of dockets and informed the Board that 
recently there had been brought to his attention the unauthorized disclosure of 
the maximum amount of funds contained in certain section 32 dockets. He 
pointed out that the actual funds utilized for a particular operation in many 
cases would not amount to the total funds contained in the authorizing docket, 
and that such disclosure was improper since it interfered with the development 
and carrying out of operations, and might give undue advantage in some cases 
to persons obtaining the information. It is the policy of the Board that no in- 
formation concerning dockets should be released until after the docket has been 
approved by the Secretary of Agriculture and the press release, if any, has been 
published. and that approved dockets shall be made available only for admin- 
istrative use in the Department of Agriculture by persons whose work makes 
them directly concerned therewith, and that the availability of such material 
to persons outside the Department shall be handled in accordance with the ad- 
ministrative regulations of the Department of Agriculture. After discussion, 
the Board reaffirmed its existing policy with respect to the handling of dockets. 
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The minutes of the Board of Directors reflected that a resolution 
was approved on May 19, 1954, which amended Resolution S-100 
dated June 23, 1950, by changing the classification of this materi ial 
from “Distribution Limited” to “Administratively Confidential.” 

In addition to the above-mentioned entries in the CCC Board min- 
utes, there were several other entries in which the Board reaffirmed 
its policy that minutes, dockets and supporting documents were to be 
treated confidentially. 


3. Current Policies and Procedures 


The following information was obtained from Mr. Holm, Mr. 
Cooper and Mrs. Crumpler. The current policies and proc edures for 
the handling of dockets involving matters to be acted upon by the 
Board of Directors, CCC, are set forth in CCC Docket CZ-157, 
which was approved April 24, 1953. 

This docket provides progr ams and policies shall not be put into 
effect until approved by the Board and the Secretary of Agriculture 
and that to the fullest extent possible, material submitted to the 
Board shall be in the form of a docket. It states these requirements 
shall not preclude consideration by the Board of any matters, includ- 
ing policies or programs, regardless of their origin. 

The docket states as follows concerning the confidential nature of 
the material : 

Information contained in dockets and any other such material submitted to 
the Board shall be treated as confidential and released only upon authorization 
by the President of CCC or under rules prescribed by the President of CCC. 
“Confidential” as used herein does not mean that the material is classified as 
eonfidential within the meaning of the security regulations of the Department 
of Agriculture. To be classified confidential, such material must be designated 
as such in accordance with Board Resolution S—100 approved June 21, 1950. 
(S-100 approved by Secretary of Agriculture June 23, 1950, and amended May 
19, 1954.) 

In connection with the above paragraph Mr. Holm advised he was 
not aware of the existence of any rules of the President concerning 
the confidential treatment of documents. 

Docket CZ-157 provides for the distribution of dockets as follows: 

The Secretary of CCC shall arrange for the reproduction and distribution of 
dockets to be considered by the Board. Such distribution shall be made in such 
manner as is approved by the President of CCC and as will treat as condifiden- 
tial the content of all dockets. 

The docket provides as follows under the caption “Press release” 

Where a press release is to be issued, the Secretary of CCC shall authorize 
such release after approval has been obtained from the President of CCC. 

The PMA, USDA prepared Procedure Manual 602.1 dated Feb- 
ruary 24, 1950, which is now known as 702.2 dated July 18, 1950. 
(Revised July 18, 1950, to change classification of material from 
“Confidential” to “Distribution Limited.”) This manual sets forth 
the procedures then followed in the preparation and approval of 
dockets. Mr. Kobel and Mrs. Crumpler advised this manual, al- 
though somewhat obsolete and outdated, is the most current manual 
setting forth procedures and that it is still in effect inasmuch as it 
has not been superseded. 

It should be noted that CSS in 1953 assumed the functions pre- 
viously handled by PMA in the preparation of dockets for considera- 
tion by the Board. PMA is, of course, no longer in existence. 
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Mrs. Elma E. Holmes, management analyst, methods and pro- 
cedures, Management Branch, Administrative Services Division, CSS, 
stated that about July 1951 she was assigned to bring Procedure 
Manual No. 702.2 dated July 18, 1950, up to date. Mrs. Holmes 
revised the manual to reflect the procedures being followed at that 
time. She stated some of the employees of the Docket Clearance 
Section were not fully satisfied with the proposed revised manual and 
a counterproposal was submitted by an employee of the Docket Clear- 
ance Section which did not satisfy her Branch. During the discus- 
sion of the revision it was decided nothing was being accomplished 
and the matter was placed in a status of indefinite suspension. Mrs. 
Holmes related the manual of July 18, 1950, although outdated and 
obsolete, is still in effect. She said there are no copies of this manual 


available for distribution and she does not know when the supply was 
exhausted. 


Mr. Richard E. Moody, staff assistant to the Deputy Administrator, 
Price Support, CSS, related that Manual No. 702.2 is the manual 
currently effective but stated it is out of date. He related the manual 
is in need of revision and that he intends to revise it at the earliest 
practicable date. 

Manual 702.2 sets forth a docket procedure and comments as fol- 
lows concerning the confidential handling of dockets prior to approval 
and formal announcemnet : 


XII. “DISTRIBUTION LIMITED’? NATURE OF DOCKETS 


A. General.—Docket *C 157a requires information contained in docket pro- 
posals, dockets, and other material submited to the Board to be treated as 
“Distribution Limited” and provides that such information may be released 
only upon authorization of the President or under rules prescribed by him. 
The purpose of this restriction is to prevent the release of information prior 
to official action, to limit the dissemination of “Distribution Limited” informa- 
tion contained in dockets to officials and employees requiring such information 
from an operating standpoint, and to provide a uniform method under which 
information required by non-Government employees is made available. 

B. Docket proposals being cleared within PMA prior to submittal to Board.— 
All information concerning proposals under consideration should be considered 
s “Distribution Limited” and every effort should be made to restrict such in- 
formation to the minimum number of officials and employees possible. Accord- 
ingly such information may be disclosed only to officials and employees of the De- 
partment who clear proposals or who must be consulted during clearance. The 
content of docket proposals may not be disclosed to other officials and employees 
unless approved by the head of the originating branch or the President or his 
designee. Copies of docket proposals circulated for clearance shall be marked 
“Distribution Limited—For Discussion Purposes Only” and distributed in sealed 
envelopes. Authorized officials and employees consulted during clearance should 
be informed of the “Distribution Limited” nature of the proposal. 

C. Docket proposals circulated for Board consideration—All information con- 
tained in proposals being considered by the Board should be considered as “Dis- 
tribution Limited” and it is for this reason that circulation of such proposals 
has been kept to a minimum. Arrangements have been made to distribute 
copies of proposals in sealed envelopes to all officials and employees who require 
copies as part of their official duties in connection with Board meetings. 

Officials and employees receiving copies should not disclose their content or 
the fact that the Board is considering the matter to any officials and employees, 
except those in the following groups: 

1. Officials and employees on the official distribution list as disclosed on 
the outside of the docket folder. 

2. Officials and employees responsible for formulating the program or 
policy in the originating branch. 

3. Officials and employees who have participated in clearing the docket 
proposal in accordance with these instructions. 
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This requirement for ‘Distribution Limited’ handling shall not be construed 
as precluding any official or employee on the official distribution list from re- 
questing technical information on the proposal from any official or employee, or 
from utilizing any official or employee under his supervision in reviewing the 
proposal. 


The following information pertains to press releases : 

IV-B-7 Press release.—A press release must be contained in the docket pro- 
posal whenever a public announcement of the program undertaking or policy is 
to be issued. This press release shall be prepared by the Information Branch in 
the form prescribed by the Director, Information Branch. 

In addition to the above, manual No, 702.2 spelled out at length the 
confidentiality of the docket procedure and specifically the conditions 


under which the information contained in dockets could be disclosed. 
} 


4. Current practices 

The following practices are currently being utilized in connection 
with the handling of dockets. Mr. Joseph B. Long, assistant to Ad- 
ministrator, CSS, Mr. Holm, Mr. Moody, and Mrs. Crumpler generally 
concurred that these practices are followed by CCC and CSS with 
regard to the usual docket ; however, in peculiar cases they may differ 
to some extent. 

Dockets concerning program activities and policies of CCC are 
generally initiated and prepared in rough draft form by the CSS 
Division (such as Cotton Division, Grain Division, etc.) responsible 
for the supervision of the program. 

Thirty-five to fifty copies of the rough draft are submitted to Docket 
Clearance, a section headed by Mr. Moody, which section holds con- 
ferences concerning the various aspects of ‘the docket. Docket Clear- 
ance disseminates copies of the docket to the various interested CSS 
officials and divisions for study (such as Budget Division, Price Divi- 
sion, General Counsel, Operations, General Sales Manager , Informa- 
tion Division, Production Adjustment, and one or more commodity 
divisions, depending on the extent of the interest of the various divi- 
sions in the matter). A conference is then held by Docket Clearance 
to develop the operating provisions of the program and to obtain 
agreements on controv ersial points. In the event agreements cannot 
be reached with regard to all aspects of the program the matter is 
referred to higher’ levels; however, generally agreements can be 
reached on this level. 

After the conference the docket is prepared in final form by the 
initiating division and is rewritten in line with the decisions made at 
the clearance meeting. The Budget Division, CSS, the Office of 
General Counsel and the Information Division work in conjunction 
with the initiating division and furnish the necessary documents to 
support the program. These documents are not generally prepared 
until the basic docket material is in final form. 

The initiating division then prepares the docket in its final form, 
which consists of an original, 1 salmon copy, and 4 white copies, to- 
gether with 35 mimeograp shed copies, which are forwarded to the 
‘Assistant Secretary of CCC. The docket at this time consists of : 


(a) A memorandum of transmittal from the person initiating the docket. 

(0b) A statement of the program or policy for approval by the Board and 
the Secretary of Agriculture setting forth sufficient data and other economic 
material to form the basis for and support the action proposed. 

(c) A statement from the Office of the Budget indicating the availability 
of the funds required. 
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(d) An opinion from the General Counsel’s Office regarding the legal 
aspects of the docket. 

‘) A resolution for recording the action of the Board on the program or 
O1ICYy. 

: (f) A program authorization from the Secretary of Agriculture on section 

6 and section 82 programs. 

(g) A press release whenever a public announcement of the program or 
policy is to be issued. 

One white copy of the proposed docket and the 35 mimeographed 
copies are retained by the Assistant Secretary in a locked cabinet. The 
Assistant Secretary forwards the original salmon and three white 
copies to the staff assistant to the Deputy Administrator for Price 
Support (Mr. Moody). The approval of the Deputy Administrator 
for Price Support is obtained and the docket is transmitted to the CCC 
Secretary for review and approval by the Executive Vice President 
of CCC. In case of dockets originating in the Budget Division, Fiscal 
Division, Transportation and Storage Services, the approval of the 
Deputy Administrator for Oper ations is also obtained. 

After the docket is approved by the Executice Vice President for 
submission to the Board of Directors, the CCC Secretary schedules the 
docket on the agenda for Board consideration. The Board of Directors 
of CCC is regularly scheduled to meet each Tuesday at 9 a.m.; how- 
ever, special meetings are occasionally called. The Secretary sched- 
ules for presentation to the Board at the next appropriate meeting only 
those dockets which meet the following requirements: 

(a) The docket has been approved for Board consideration by the Execu- 
tive Vice President of CCC. 

(b) The docket has been received by the Secretary of CCC from the BExecu- 
tive Vice President of CCC not less than 4 calendar days (e.g., noon Friday in 
the case of a regular Tuesday meeting) prior to the Board meeting at which 
the docket is to be considered. 

(c) In the event that a docket cannot be submitted in accordance with the 
above requirements and the mater involved requires immediate action, the 
Executive Vice President of CCC, if it is deemed necessary, shall call a 
special meeting of the Board, or request the Board to consider the proposal 
at a regular meeting. 

After the docket is placed on the Board’s agenda, the Assistant Sec- 
retary distributes the mimeographed copies | ‘by spec ial messenger to 
25 officials of the USDA, which include the 7 Board members, on the 
date set for circulation by the Secretary of the Board. This permits 
the officials to study the docket and obtain the views of the employees 
in their respective divisions, prior to the meeting of the Board. 

At the scheduled time the docket is presented to the Board for con- 
sideration, usually by representatives of the initiating division. 

The meeting is generally attended by the members of the Board of 
Directors, and there are often as many as seven or more other persons 
present on occasions when the matters are considered by the Board. 
which could include the following officials of CSS: 

The Administrator, 

Associate Administrator, 

Two Deputy Administrators, 

General Sales Manager, 

Deputy General Counsel, 

Executive Assistant to the Secretary, 
Representatives of the Information Division, 
Economic Adviser to the Secretary, and 
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Representatives of the initiating division presenting the aucket 

and/or interested in the docket. 
Frequently the entire group with the exception of the representa- 
tives presenting the docket will remain through the meeting which 
may take up a number of dockets. These persons are at liberty to 
come and go as they deem appropriate during the course of the meet- 
ing. The “Board and other parties discuss the matter and action is 
taken on dockets in the presence of persons other than Board mem- 
bers. The Board may approve the docket, reject it, or order revisions. 

Usually on price support dockets a blank is left for the insertion 
of figures concerning the price support level to be filled in by the 
Board at the time of the meeting. Generully in price support matters 
the Board has available to it tables showing the results which can be 
expected if the support price of the commodity i is set at any of various 
levels. The Board usually selects one of the computations submitted 
by the initiating division as the level of support. 

The Board makes the final decision as to whether a press release 
will be made concerning the docket. A proposed press release is : 
part of the docket submitted to the Board; however, the Board may 
amend the proposed press release. 

If the docket is approved by the Board, the Executive Vice Presi- 
dent and Secretary of CCC attest to the approval of the docket and 
the Secretary of CCC then obtains the approval of the Secretary or 
Acting Secretary of Agriculture. The Secretary of Agriculture is 
the Chairman of the Board, and if he is not available, the Board is 
presided over by the Acting Secretary, who has the power to approve 
the docket for the Secretary. However, in some more important 
matters it is desirable to obtain the Secretary’s signature even though 
he is not available. In these instances, the approved docket remains 
in a locked cabinet in the Office of the Secretary of CCC until such 
time as the Secretary’s signature can be obtained. If the Secretary 
of Agriculture is out of town, it may require that the docket remain 
in the cabinet until he returns. If the Secretary or Acting Secretary 
is available and signs the docket promptly, the press release is ini- 
tialed by the Board Chairman, Executive Vice President, and Secre- 
tary of the Board and the latter authorizes the release by the Infor- 
mation Division, which in turn furnishes it to the Department’s 
Central Office of Information for release to the press. The Board 
generally meets in the morning; however, releases of certain informa- 
tion are not generally made until the commodity markets are closed 
in the afternoon. Frequently the decisions are announced on Friday 
after the markets close in order to give interested persons an equal 
opportunity to read and evaluate the decision before the markets re- 
open on Monday. 

If the Board approves the docket with amendments, the initiating 
division makes the necessary revisions at the instruction of the Sec- 
retary of the Board and returns the docket to the General Counsel’s 
office, which in turn forwards it to the Secretary of the Board. The 
revised docket and the press release then have to be approved by the 
Executive Vice President, Secretary of the Board, and the Assistant 
Secretary of Agriculture, Marvin L. McLain. The Secretary of CCC, 
after obtaining the appropriate approval, takes action to have the 


press release made by the USDA. 
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III. Procepures ror SAFEGUARDING CCC Decistons 


Mr. Lionel C. Holm, Secretary of the Board of CCC advised there 
have been allegations of premature releases of information concerning 
CCC decisions and that in every instance these allegations have been 
referred to the Compliance and Investigation Division of CSS with 
the request it be determined whether a “leak” occurred and, if so, how. 
Mr. Holm pointed out the investigations have always been inconclu- 
sive. He stated he knows of no cases in which premature disclosures 
have been established and that the Compliance and Investigation Divi- 
sion has been unable to determine that anyone has obtained a market 
advantage through a premature disclosure. 

Mr. Holm related there are some very clever people in Washington, 
D.C., who, by talking with a multitude of sources can draw conclusions, 
sometimes correct and sometimes incorrect, as to the action which will 
be taken by the CCC Board. 

Mr. Holm related there are possibilities of leaks of information oc- 
curring under the procedures used by CCC in arriving at decisions. 
However, he does not believe such leaks could be eliminated by law or 
regulation. He stated the entire CCC procedure is dependent upon 
the personal integrity and knowledge of right and wrong of the many 
people who participate in the making of CCC decisions. Mr. Holm 
related the CCC Board “cannot operate in a vacuum” because of the 
complex nature of the decisions which have to be reached. He stated 
no one person or small group can grasp the full implications of all ac- 
tions without the advice of experts, therefore it is necessary to utilize 
to the fullest extent possible the oflicials and experts of CSS. Mr. 
Holm related the security of the entire procedure is dependent upon 
how “tighttongued” the persons are who have knowledge of the pro- 
posed and actual decisions reached by the board. 

Mr. Holm granted there was frequently a time lapse between the 
Board’s decision and the public announcement. He stated that CCC 
attempts never to announce a decision which might have market im- 
plications while the markets are in session. Another reason for the 
lapses is that there is sometimes a timelag between the voting of the 
Board of Directors and the obtaining of the approval of the Secretary 
of Agriculture or the Acting Secretary. 

Mr. Holm reiterated that a procedure to eliminate the possibility of 
premature releases of information would be difficult because there are 
“ingenious operators” in Washington, who gather information on a 
piecemeal basis, piece the information together and then gamble on 
their conclusions being correct. He stated the only safe way is for 
CSS employees to have no contact with these individuals. 

Mr. James B. Hasselman, Director, Information Division, CSS, 
stated the security procedures of CCC in reaching decisions do not ap- 
proximate the “lockup” held by the Crop Reporting Board. He stated 
he knew of no premature releases of information and he feels the steps 
which have been taken by CCC in safeguarding its decisions have been 
adequate. Mr. Hasselman pointed out considering the number of em- 
ployees involved in the preparation of recommendations for the Board 
and the number of persons who know the Board’s decision prior to the 
obtaining of the Secretary’s approval, that securitywise, CCC is some- 
what vulnerable. He stated the security of the decisions is dependent 
on the judgment, commonsense and discretion of the many employees 
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of the USDA who assist in preparing the decisions and who have 
knowledge of the decisions prior to the press release. Mr. Hasselman 
related the safest way to insure against improper disclosures is to make 
the information concerning CCC decisions available to the press as 
quickly as possible. 

Mr. Peter H. DeVries, Chief, Price Support and Commodity Op- 
erations Branch, Information Division, advised the following steps 
have been taken to prevent disclosures before the Board has acted: 


(a) Dockets to be presented to the Board for approval are stamped “Ad- 
ministratively Confidential,” limiting access to the docket to the persons 
assigned to prepare and review the docket. 

(b) Wherever it is feasible and appropriate the key figures in a docket 
are left blank, to be supplied by the Board itself at the Board meeting. 
This means, in the case of a docket setting the level of price support for a 
commodity, for example, that the nature of the action taken by the Board 
cannot be known by anyone until after the Board has acted. 


Mr. DeVries listed the following steps taken to limit knowledge of 
Board actions until they are approved and announced by the Sec- 
retary: 

(a) The operating CSS division which prepares a given docket for con- 
sideration by t'e Board is not notified that the docket has been approved 
by the Secretary until after the press announcement has gone to the De- 
partment’s press service for release or has already been issued by the press 
service. This means that in most instances the operating division is in- 
formed of the docket’s approval only long enough before the action is pub- 
licly anneunced to be prepared to acknowledge that it knows of the action 
and to be ready to answer further questions about it; and in some in- 
stances, if such action seems appropriate, the division is not informed until 
after the action has been made public. 

(b) To limit the possibility of “leaks” from any source, the period of 
time between final approval of an action by the Board and public announce- 
ment of the action by the press service is kept as brief as possible. This is 
done— 

(1) by preparing the press announcement in advance so that it ean 
accompany the docket and be approved simultaneously with the docket, 

(23 by issuing the press announcement (with the Secretary’s approval) 
in advance of the signing of the docket in cases where changes ordered 
to be made in the decket will delay its formal approval, and 

(3) by having the press announcement mimeographed and ready for 
release as soon as possible after the close of markets in cases where 
the announcement is such as to require withholding it until after the 
affected commodity markets have closed for the day. 

Mr. Joseph B. Long, assistant to the Administrator, CSS, said the 
principal steps taken to prevent premature releases of information 
concerning Board decisions have been the emphasis placed by the 
Board over the years on employees maintaining information on a con- 
fidential basis, and the fact that no decisions are final until the Board 
acts on a proposed docket and the action is approved by the Secre- 
tary or Acting Secretary of Agriculture. He stated another pre- 
caution is to release information to the press on a uniform basis after 
the markets are closed. Mr. Long related that there are possibilities 
of premature disclosures and that the “chain is only as strong as its 
weakest. link. 

Mr. W. H. Duggan, Director, Compliance and Investigation Di- 
vision, CSS, advised his office has been requested to conduct investiga- 
tions concerning alleged improper releases of information concerning 
decisions of CCC. Mr. Duggan related the investigations by his Di- 


vision have been generally inconclusive and they have been unable 
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to establish responsibility for premature releases of CCC. decisions due 
to the number of employees who had access to the information. 

Mr. Clarence Barker, staff assistant, Food Material Requirements 
Division, CSS, advised he has been the CSS Records Security Officer 
since May 19, 1958. Mr. Barker related his duties deal primarily 
with the handling of defense security information and he was not 
conscious of any responsibilities he had concerning the handling of 
the administratively confidential decisions of the Board. 

Mr. Barker related no security survey had been made concerning the 
security aspects of the handling of information pertaining to CCC 
dockets and decisions of the Board. 

Mr. Barker stated the USDA is not considered to be a sensitive 
agency and the employees are not as security-conscious as the em- 


ployees of other more sensitive agencies. He stated it is his opinion 
the CSS is vulnerable from a physical security point of view. He 
stated entrance can be gained to the USDA and the various offices 
without difficulty during the evenings and on weekends. 

Various persons in USDA advised there is no procedure currently 
in effect under which the Department systematically reviews private 
market news service publications to identify possible leaks or un- 
authorized disclosures of information. 

Mr. Holm was requested to state the reasons why he felt the Board 
could not operate under security procedures similar to those used by 
the Crop Reporting Board. He stated as follows: 


There are many reasons why it is impractical for the Board of Directors of 
Commodity Credit Corporation to consider their decisions behind locked doors 
in a manner similar to the procedure followed by the Department’s Crop Estimate 
Board. 

The primary obstacle to such a procedure stems from the fact that the CCC 
decisions initiate action programs which involve not only many different people 
in Government but also many segments of the agricultural production and mar- 
keting economy. It is true that the decisions of the Crop Reporting Board are 
also far reaching in their effect on the agricultural marketing system but the 
judgment of the members of that board is confined to the validity of a mass of 
statistics. Once that judgment has been exercised and translated into a firm 
figure the matter is closed. The CCC Board decisions, however, initiate a chain 
of events which must be translated into programs which affect the operations 
and interrelationship of many segments of the economy. 

The complexity and far-reaching effects of CCC programs and policy decisions 
require that a great deal of consideration be given to formulating a decision. 
Suggestions and proposals for action by the Board come from many sources. 
Segments of the trade who consider themselves ill used or who think their 
interests could be better served by changes make proposals to members of the 
Board. Members of Congress, farm leaders and others make proposals in addi- 
tion to those made through the normal administrative channels of Commodity 
Stabilization Service. The Board members cannot possibly personally evaluate 
the possible effects of all such proposals. Time is therefore needed to consult, 
study, and consider possible actions over considerable periods of time, sometimes 
weeks, making it impossible to lock up and come out with an answer. 

It has been noted that many persons in the Department take part in the 
preparation of proposals for Board action and therefore have knowledge of 
possible Board actions. Here again this is essential because of the complexity 
of the programs. From the standpoint of internal administration within CSS 
practically every decision of the Board has legal, fiscal, accounting, and budgetary 
implications in addition to interrelations with other programs, such as support 
for other commodities, marketing quota and allotments, sales, exports, surplus 
removal, food donations and soil bank. Internally these Board decisions affect 
hot only Washington operations and interrelationships, but even more so, the 


operations in the 7 commodity offices, 49 State offices, and over 3,000 county 


offices through which the programs are administered. In addition, and even 
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more important, consideration needs to be given to the effect of program decisions 
on farmers, dealers, warehousemen, processors, domestic users, and exporters 
operating under a wide variety of conditions throughout the Nation. 

In order that the Board members can exercise informed judgment in making 
their decisions they are entitled to know that consideration has been given 
by specialists in the Department to these many facets of program proposals, 
They need representatives of the commodity divisions and other divisions con- 
eerned with program implementation present at Board meetings in order that 
questions can be explored and answered prior to decisions being made. 

As has been pointed out, the decisions of the CCC Board are not an end in 
themselves. ‘They serve as a basis for programs that have to be carried out 
throughout the Nation. Regulations have to be drafted. Instructions must be 
prepared for Commodity offices, State offices, and county offices. There are 
a multiplicity of situations which must be dealt with under the widely divergent 
conditions surrounding the production and marketing of a crop in the United 
States. Obviously the Board cannot deal with the detail necessary for program 
implementation. 

There is therefore a need for a two-way street between the Board and the 
operating people. The specialized knowledge of the operating people is needed 
by the Board in its deliberations. Likewise the operating people who are responsi- 
ble for implementing the program through regulations, instructions and daily 
operating decisions need a firsthand knowledge of the Board’s philosophy, think- 
ing, and objectives. 

This interchange of knowledge and ideas between policy and operations cannot 
be accomplished in a vacuum. 

It could be argued of course that while all this may be true, the decision as to 
the specific dollar-and-cents level of supports could still be made in seclusion. 
While this would be a cumbersome operation it could be done. But is it worth 
it? By and large the permissible levels of support are fairly well established 
by legislative direction. In many instances formulas are prescribed based on 
official public statistics. The trade and reporters who follow these matters have 
sharp pencils and can and do forecast within very narrow ranges what the 
decisions will be. These guessing games start weeks and months before the 
official announcement is made. 

Price support announcements are usually applicable to future marketing and 
not to current cash sales. By the time the official announcement is made the 
market usually has reacted to the probable range of such announcement in most 
instances and the official announcement has little if any market effect. 

We believe our present procedures and the working relations with the press 
provide a satisfactory assurance that all news agencies have equal-opportunity 
to serve their clientele at the same time. 


IV. Errecrs or CCC Dectsions on Domestic AND Foreign MarTrers 
A. BACKGROUND 


Experts interviewed by the staff generally agree that decisions of 
the CCC relative to the purchase, handling, and disposition of price- 
supported commodities do affect the domestic and foreign spot and 
futures markets. 

The USDA, in Agriculture Bulletin No. 135, captioned “Price Pro- 
grams” states, “CCC does not support futures prices, because it does 
not buy or sell commodities in futures markets. Price- -support opera- 
tions of CCC, however, may indirectly ¢ affect futures prices by affecting 
free supplies and, thereby, cash prices.” 

The experts point out it is extremely difficult to measure the degree 
of effect CCC decisions have on the markets or to show precisely when 
market reactions occur due to the fact the markets anticipate the 
announcement of most decisions. In other instances the markets may 
act subsequent to the announcement or in some cases it both anticipates 
and moves over a period of time after the announcement of the decision. 
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They point out frequently public statements of the President, the 
Secretary of Agriculture, or other administration officials indicate the 
actions which CCC may take prior to the formal announcement, which 
give the trade an opportunity to anticipate the publicly announced 
ecisions. Occasionally rumors precede the announcement of CCC 
decisions. These rumors in the trade, some of which are true, others 
exaggerated, and some false, affect the market. Some of the experts 
believe these rumors are precipitated by individuals who have been 
called in by the USDA in an advisory capacity and learn the thinking 
of USDA officials, and others are of the opinion they result from 
“leaks” of information by USDA employees. 

The experts pointed out that market reaction to CCC decisions is also 
difficult to measure because other market factors affect the market and 
may equal, or exceed in importance, the immediate announcement of 
the CCC decisions. However, these experts pointed out that the CCC 
decisions do have a strong underlying effect on the market over lengthy 
periods and that on some occasions market actions can be distinctly 
attributed to announcements of CCC decisions. 


B. UNDERLYING EFFECTS OF CCC DECISIONS ON MARKETS 


Merrill Lynch, Pierce, Fenner & Smith, the Nation’s largest com- 
modity futures brokers, in itc brochure “How To Buy and Sell Com- 
modities,” states under the caption, “The Effect of Government Agri- 
culture Programs on Futures Markets” as follows: 

Anything that affects the size of supply or demand influences prices. Through 

the various agricultural price support programs, the Government can represent 
a large portion of demand for any one season’s crop. 
The brochure points out that by far the most widely used of the price 
support programs is the crop loan under which the USDA announces 
each year, prior to planting time, what prices per unit it will offer as 
a loan to the producers. 

The brochure reflects if the producer elects to place his crop under 
loan it is isolated from the open market. When supplies are cut, 
even though artificially, prices are likely to rise. The producer can 
redeem his crop from the loan anytime before it matures; however, 
to do so, he must repay the loan with interest and storage costs. T hese 
costs mean redemption will not add unduly to the “free” supply unless 
prices are above the earlier net loan plus a profit. Thus the Govern- 
ment creates demand through the loan programs by accepting 
surpluses. The loan price is an incentive to increase production. 
Lower rates of support are also used to discourage production on a 
sliding scale from 75 to 90 percent of parity for basics and 0 to 90 
percent on nonbasics. 

This brochure further indicates that, under the crop loans, the Gov- 
ernment may become a large holder of surplus commodities. These 
must eventually be disposed of and the direction in recent years has 
been abroad. The Government often sends exports out of its stocks, 
which reduces demand for current crops. 

Regarding the disposal of Government surpluses, the brochure 
States: 


Domestically, restrictions are put on Government sales of the largest holdings. 
Wheat, corn, and cotton can’t be sold below 105 percent of the current loan price 
plus carrying charges. But sales at home can be made at cutrate prices if the 
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commodity that is considered to be in surplus can be disposed of abroad. * * * 
pressed domestic markets at times. Sales abroad are without restriction. Any 
commodity that is considered to be in surplus can be disposed of abroad. * * * 

The report of this staff to the Committee on Appropriations con- 
cerning “Trading in Cotton Futures Markets,” December 1956, out- 
lines general futures market principles concerning cotton, which 
Mr. James McAnsh, manager, grain department, and Mr. William 
Maher, assistant manager, grain department, Merrill Lynch, Pierce, 
Fenner & Smith, Chicago, say also generally pertain to other com- 
modities which are as follows: The normal price situation in the 
futures market—when supply and demand are within reasonable 
balance or when available supplies exceed demand—is that the price 
level in future months is higher than that of the nearer months. This 
higher level tends to offset carrying costs of interest, insurance, storage, 
and other miscellaneous charges. Prices reflect any natural decrease 
in supply or acts and policies of Government which artificially restrict 
or otherwise interfere with the fluid flowing of the commodity. 

One of the notable underlying effects of CCC decisions on the spot 
markets is shown in the “Agricultural Outlook” for 1958, published by 
USDA, in which it is pointed out that prices of cotton to farmers have 
been generally close to the support level since 1952, and wheat prices 
have been near the loan level during most of the last 9 years. 

A publication of the Minneapolis Grain Exchange entitled “How To 
Market Grain,” dated January 1958, states in part as follows: 





No discussion of grain marketing today is complete without consideration of 
the farflung actiities of our Government in the field. The Commodity Credit 
Corporation, an agency of the U.S. Government, is the world’s largest grain 
corporation. Its actions and policies have a great effect on the farmer’s market. 

The article then points out, the size of CCC can be gaged by a look 
at the size of the CCC inventories and the fact a buyer has to be 
obtained for this grain, which results in the Government’s becoming 
one of the largest grain traders in the market. 

The publication, in speaking of the effect of the price-support pro- 
gram on the farmer’s market states : 


If we look at the result of the price-support program in terms of prices re 
ceived for wheat, we conclude that it has had a stabilizing effect on prices. 


The publication states : 


Through the years the futures market has served the farmer, the country 
elevator manager, the grain merchandiser, and the processor as a means of 
transferring much of the risk of price change through hedging. Today, with 
the Government holding great stocks of grain, and with the taxpayer assuming 
the risk for price changes, some in the grain trade, in effect, are using the price- 
support program as a hedging device. They know prices will not move too far 
below the loan rate. Also, because of the Government surplus available at 105 
percent of support level, prices will not move much above the loan rate. As are 
sult, those buying and selling grain have been less inclined to use the futures 
market to the extent that it was used in the past. 


The publication points out the percentage of all grain going through 
the Minneapolis grain market for the account of CCC has increased 
from 4.2 percent in 1951 to 28.3 percent in 1955, and the volume of 
trading on the Minneapolis Futures Exchange has declined 50 percent 
during x the same period. 

The following excerpt from the “ Annual Report to Stockholders’ 
of Anderson-Clayton & Co., July 1957, is representative of the atti- 
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tude of cotton traders interviewed by the staff with regard to the effect 
of Government programs upon the cotton exchanges and cotton 
futures trading: 

* * * The shrinkage which the Government programs have caused in the 
number and activity of private cotton handlers has meant a loss of customers 
and volume for the exchanges. To the extent that the Government price-support 
programs have set a floor under prices, interest has diminished in selling 
futures against risks of decline. To the extent that Government sales programs 
and at times Government price controls have set a ceiling price, interest has 
diminished in buying futures against risks of advance. The Government sales 
for export program, which sets an arbitrary price for export cotton, unrelated 
to the commercial domestic prices, substantially has stopped the use of U.S. 
cotton futures contracts in connection with export business or business in foreign 
cottons. The volume of trading on the New York and New Orleans Cotton 
Exchanges has declined from 171 million bales in 1927-28 and 70 million in 
1933-34 to 22% million in 1956-57. This smail volume is not enough to support 
a market of trading breadth nor the personnel needed to maintain it; and there 
is urgent danger that the two institutions will wither away unless the condi- 
tions from which they suffer are quickly relieved. 


C. SENSITIVITY OF COMMODITIES 


Mr. Irving E. Haskin, manager, commodity research department, 
and Mr. Frederick T. Clifton, grain analyst, commodity research de- 
partment, Merrill Lynch, Pierce, Fenner & Smith, New York, advised 
that marketwise the grains are more sensitive or volatile than cotton 
and show sharper responses to news affecting the markets, including 
decisions of CCC. They indicated the more sharp responses are 
noted in such commodities as soybean, flaxseed, and oils. 

Mr. Frank Knell, former president and currently a member of the 
board of managers, New York Cotton Exchange, and Mr. Elmer S. 
Boner, chief statistician, New York Cotton E xchange, advised that 
marketwise, cotton is relatively stable and does not act as abruptly to 
market news as do other commodities. Mr. F. C. Bisson, director, 
market research and information, Chicago Board of Trade, advised 
that a greater degree of market sensitivity to news events and CCC 
decisions is noted in the nonbasic commodities as compared with the 
basic, since the basic crops have maximum and minimum support 
levels provided by legislation, whereas CCC has a wider degree of 
latitude for discretionary action in nonbasic commodities, inasmuch 
as legislation diese a maximum level but no minimum level of sup- 
port. Mr. Bisson related the sharper degree of market sensitivity is 
generally found in soybeans, flaxseed, and oils. Mr. McAnsh and 
Mr. Maher advised that they were of the opinion that cotton during 
recent years has been more stable than grains and they attribute this 
to the fact cotton is easier to store than the grains which are 
subject to damage by heat, mold, moisture, infestation, and rodent 
contamination. 

Mr. John E. Tripp, Deputy Director, and Mr. Marcus J. Daly, pro- 
curement and sales staff, Grain Division, CSS, attributed the greater 
sensitivity of grains to market news as compared to cotton, as being 
due to the fact the grains have a greater volume of traders, larger 
markets, and are subject to the elements, storage problems and con- 
tamination. 
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D. MARKET ANTICIPATION 


Experts generally agreed that while the decisions of CCC had a 
very definite underlying effect on the price structure of the market, it 
was difficult to determine the degree of effect or to show precisely 
when such decisions are reflected pricewise. They pointed out this was 
due to the fact the market anticipates most of the announcements; 
however, in some instances, it moves subsequent to the announcement 
and on other occasions it might move before and after the announce- 
ment. 

Mr. Robert Liebenow, president, Chicago Board of Trade, Mr. 
Harry B. Anderson, partner in charge of commodities, Merrill Lynch, 
Pierce, Fenner & Smith, Mr. Knell and Mr. Bisson agreed tha .t traders 
are generally aware of the formulas used by the USDA in computing 
price supports and with knowledge of the administration’s attitude 
and policies twoard agriculture the traders generally fully anticipate 
and discount in advance the decisions of CCC with regard to support 
levels of basic crops prior to the public announcements. However, 
Mr. Liebenow and Mr. Bisson indicated sometimes the anticipation 
with regard to nonbasic crops was less accurate because of the leeway 
CCC has in establishing supports for these crops. Mr. Knell pointed 
ount with regard to cotton, that while the market generally anticipates 
the CCC decisions and little response is noted to the announcements 
occasionally CCC would use figures in computing price supports which 
had not been anticipated by the trade and that in these instanecs mar- 
ket movements in response to the decisions could be noted. 


E. PRIOR ANNOUNCEMENTS OF POLICIES 


Mr. Murray Thompson, Director, Price Division, CSS, advised the 
markets obtained knowledge of the administration’s philosophy to- 
ward agriculture through speeches of the President, Secretary of Ag- 
riculture, and other administration officials and based on this phi- 
losophy the markets anticipate decisions of the CCC. Mr. Thompson 
related on occasions the President or the Secretary of Agriculture 
make statements in advance of the actual CCC Board decisions which 
give an indication of the action the Board may take. Mr. Thompson 
pointed out an example of a prior indication of price supports was 
the President’s veto message of the Agriculture Act of 1956, on April 
16, 1956, when he recommended a boost in price supports for 5 basic 
crops to at least 8214 percent of parity. The actual announcement 
of the support prices by CCC was not made until April 23, 1956, when 
in USDA press release No. 1158-56, the Department announced the 
increase of the price support level to 8214 percent of parity for the 
5 basic crops. Mr. Thompson pointed out the traders had approxi- 
mately a week in which to discount the situation prior to the CCC 
announcement. 

Mr. John E. Tripp, Deputy Director, Grain Division, CSS, pointed 
out that the first mention of the payment-in-kind subsidy program on 
corn was made by the President in a memorandum to the Senate on 
Joint Resolution No. 162 on March 31,1958. However, this program 
was not officially announced in a press release until April 23, 1958. 
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The following illustrations obtained from the “Daily Market Bul- 
jetin” which is prepared by the Commodity Exchange Authority 
concerning trade gossip and data from news tickers, indicate the con- 
sideration certain remarks attributed to the President and the Secre- 
tary of Agriculture received in the markets: 

April 19, 1955: Some of the selling was attributed to the statement by the 
Secretary of Agriculture indicating he was friendly to the idea of reducing 
eotton supports in return for looser controls of acreage. 

January 9, 1956: Buying of July and September soybeans was based on Presi- 
dent Eisenhower’s recommendation to boost price-support levels for soybeans 
and flaxseed. 

February 29, 1956: The statement of Secretary of Agriculture Benson that he 
figured on dropping the support price on the 1956 cotton crop about 3 cents a 
pound if Congress approved the administration’s overall farm program, also 
brought selling into new crop months. 

February 6, 1957: Secretary Benson’s statement on corn price supports was 
responsible for purchase of corn futures, traders said. 


F. RUMORS AND GOSSIP 


Mr. F. C. Bisson pointed out that rumors and gossip concerning 
buying and selling actions of CCC have an impact on the markets. 

Mr. McAnsh and Mr. Maher pointed out they have no knowledge 
of any premature leaks of information concerning CCC decisions. 
However, they stated the USDA calls in experts in the various com- 
modity fields to serve on advisory committees and it is believed the 
matters they discuss get back to some members of the trade. Mr. 
McAnsh pointed out it was his opinion the members of the advisory 
committees obtain a definite market advantage over those in the 
trade who are not represented. 

Mr. Maher stated he understood that in August or September 1958, 
a 17-member board known as the Storage Advisory Committee met 
in Washington, D. C., to discuss storage for 1958 crops. He stated 
that persons in attendance at this meeting would possibly receive and 
discuss valuable market information and if this information was not 
handled with discretion it could conceivably be used for personal 
advantage. Mr. Maher related he felt it would be advantageous if 
these discussions were in the form of public hearings. He pointed 
out he was not questioning the integrity of any employee of USDA or 
member of any advisory committee; however, he felt that information 
should not be reserved to a small group. Mr. Maher advised he is 
also of the opinion that many times distorted rumors commence as a 
result of information being passed on by members of the advisory 
committees or other persons conjecturing on discussions, and if the 
information were discussed publicly it would prevent distortion and 
have a more stabilizing effect on the markets. 

Mr. Richard Uhlmann, president, Uhlmann Grain Co., Chicago, re- 
lated he was of the opinion the USDA should not counsel with just a 
few individuals from the commodity trade in formulating policies. 
He said many rumors precede the public announcement of CCC de- 
cisions, which injure the markets, and he was of the opinion some of 
the rumors find their origin in conferences between persons in the 
trade and USDA officials. Mr. Uhlmann related he had no knowledge 
of any premature releases by USDA employees or representatives of 
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advisory committees; however, he pointed out he had certain sus- 
picions. He related certain large grain houses have Washington 
representatives, and he has noted that these houses appear to get 
information on which they act and their actions are later borne out 
as being the right moves as a result of the decisions or policies sub- 
sequently announced by the CCC. He stated this is an obscure matter 
but, in his years of experience in the grain trade, he has observed that 
certain houses with Washington representativ es seem to “get on the 
right side of the market.” Mr. UhImann also pointed out that rumors 
pr recede CCC actions, and he attributes them to “srapevine activities,” 

indicating the USDA has many employees and that Washington 
representatives of large grain companies can gather small fragmentary 
pieces of information here and there which, when fitted together, give 

a pretty good picture of the decisions or policies which may 7 be reached 
by CCC. Mr. Uhlmann related this is inherent in the sy stem used by 
CCC because so many people have knowledge of the discussions which 
precede decisions. Although he cannot furnish proof or specifics, 
other than his long experience as a market participant and observer, 
he is very suspicious that “leaks” are occurring from the USDA and 
he believes that his views are shared by many in the trade. 

Mr. Ben Raskin, president, Rice Grain Co., and Mr. Daniel F. Rice, 
senior partner, Daniel F. Rice & Co., Chicago, which companies have 
been engaged in the cash and futures grain markets in Chicago for 
approximately 40 years, stated their larger competitors seem to know 
exactly when and w here the Government is going to dispose of grain 
approximately 2 or 3 weeks before announce “ements are made. They 
are of the opinion “leaks” of information do occur from CCC prior to 
public anouncements. 

Mr. Raskin alleged there are approximately 4 or 5 grain companies 
who are running the smaller operators out of ‘business. He related he 
had observed some of these large companies selling corn during 1957, 
and approximately 3 to 5 weeks later noted CCC was putting on the 

market corn which was going out of condition. He stated it appeared 
some of the large companies knew in advance when the Government 
was going to start and stop selling which aided them in their planning. 
Mr. Raskin was of the opinion CCC needs to find a way to make sure 
that all persons in the trade are treated equally whether they are large 
or small and whether they have a Washington representative or not. 
He stated he felt public hearings on major “decisions being considered 
by CCC would be advantageous to all concerned. 

Mr. Edward R. Byer, w ho has been a member of the C hicago Board 
of Trade since 1932, stated there is a suspicion prevalent in the trade 
that there are “leaks” of information from CCC and also that CCC 
grants favoritism. Mr. Byer stated the only specific thing he can 
point to is that over the years he has noted certain companies appear 
to be doing the right thing at the right time. He stated he had heard 
CCC sold at depressed prices damaged corn which was supposed to 
be classified as No. 4 but which subsequently came back on the market 
as No. 3 in good condition. 

Messrs. Tripp and Daly, Grain Division, CSS, agreed that CCC deci- 
sions do have an effect on the cash and futures markets. They stated 
the degree of effect cannot be measured, and pointed out the futures 
market is a reflection of the opinion of speculators and that while 
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certain news might, be accepted as “bullish” to one, it could be con- 
sidered as “bearish” to another. Tripp stated in connection with the 
futures market that there was a buyer for every seller which in his 
opinion meant there was a “bull” for every “bear,” but conceded there 
were occasions when there was more buying interest with increased 
prices and other times when there was more selling interest with de- 
creased prices, and that these might indicate the immediate sentiment 
of the market to certain events. 

Messrs. Tripp and Daly stated meetings are held with represent- 
atives of industry on occasions and information which could be con- 
strued to be of market value is discussed. Mr. Tripp related that in- 
formation of possible market value was discussed with the Storage 
Advisory Committee which met in Washington in late August or 

sarly September 1958. 

Messrs. Tripp and Daly pointed out that information concerning 
programs being discussed in the USDA apparently gets out to the 
trade and occasionally articles appear publicly which indicate the 
thinking of the Department on certain matters prior to public an- 
nouncement. They stated this is nothing new and that it has been 
going on for years. Neither knew exactly how this information gets 
out but they indicated, in view of the number of employees with 
knowledge of the various programs, it was difficult to keep the infor- 
mation away from the corridors of the Department and the trade. 

They related many of the larger grain companies have Washington 
representatives and they indic: ated that these representatives do ‘talk 
with employees of the USDA and do attempt to obtain information 
concerning the Department’s thinking and planning. 

Mr. Tripp indicated he believed if the conferences with industry 
were held in the Department auditorium or some other such place 
with members of the press and public invited to attend, but not par- 
ticipate, it might eliminate some of the charges that certain people 
were receiving advanages over others. Mr. Tripp pointed out, how- 
ever, that it might be “diffic ult to get representatives of industry to 
present their c andid opinion in public discussions. 


G. OTHER MARKET INFLUENCES 


The experts pointed out the commodity markets are affected by a 
multiplicity of factors, among the most important being weather and, 
in recent years, farm legislation which sets forth the confines within 
which C CC operates. They point out frequently market reactions to 
CCC decisions may be difficult to measure because other factors in- 
fluencing the markets may equal or exceed in importance the public 
announcement of CCC decisions. 

The following are some of the other factors influencing the com- 
modity markets: 

Crop developments; acreage data; International Cooperative Ad- 
ministration authorizations and allocations; milling activities; size 
of certificated crop; profit taking and hedge selling; international de- 
velopments; movements in and out of loan; ginning reports; election 
results; soil bank developments; statistical outlook for free crop; 
action of securities market. 
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H. SPECIFIC EXAMPLES OF EFFECT OF CCC DECISIONS ON COMMODITY 
MARKETS 


The preceding section of this report has shown that CCC decisions 
have a strong underlying effect on the price structure of the markets 
but that it is difficult to show the degree of effect and precisely when 
such decisions are reflected pricewise, due to the fact the market often 
anticipates the decisions, and factors other than CCC decisions have 
strong influence on the price structure. In an endeavor to obtain 
specific examples of the effect of CCC decisions on the domestic and 
foreign markets, a review was made of the Daily Market Bulletin 
prepared by the Commodity Exchange Authority, USDA. These 

ulletins consist of trade gossip and data from Dow-Jones news ticker 
and Western Union commodity tickers. The News Release contain- 
ing the Weekly Market Summary which is published by the Chicago 
Board of Trade; the Daily Market Letter of the Uhlmann Grain Co., 
Chicago, Ill.; and the Wall Street Journal were also reviewed. This 
review disclosed numerous instances in which these publications at- 
tributed market price movements to CCC decisions. There are here- 
inafter set forth examples of some CCC decisions to which market 
price movements were attributed. 

In certain of the CCC actions reviewed herein, it is noted that 
public announcements were made prior to the formal approval of the 
actions by the Secretary or Acting Secretary of Agriculture. Mr. 
Lionel Holm advised that occasionally the Secretary or Acting Secre- 
tary will give oral approval to a CCC action but will not be available 
to sign the docket or resolution for a few days. In other instances 
the Secretary or Acting Secretary will approve a docket with certain 
revisions, and the announcement may be made while the initiating 
division is making the necessary revisions. 


1. Wheat 


(a) Distress wheat loan—CCC docket UCP 168a concerning 1953 
crop wheat distress loan program, approved June 19, 1953, and for- 
mally announced in USDA press release 1459-53, dated June 19, 1953, 
made available distress wheat loans on wheat stored on the gr ound 
in the Southwest where a shortage of storage facilities existed. The 
program had previously been announced by officials of the USDA 
on June 17, 1953. 

In this example market news services attributed a 10-cents-per- 
bushel rise (daily limit) in the price of wheat futures on June 17, 
1953, to this announcement. It was also noted in the Wall Street 
Journal that rumors concerning this action were in the trade on June 
16, 1953. The market continued to rise on June 18, 1953, and this 
was also attributed to the announcement. From the close of the 
market on June 15, 1953, until the close on June 18, 1953, the Chicago 

cash price for No. 2 Red wheat advanced 914 cents per bushel and the 
Chicago wheat futures advanced from approximately 14 to 16 cents 
per bushel. 

The following excerpts concerning this decision were obtained from 
the sources indicated : 
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The Wall Street Journal, dated June 17, 1953, commented in part 


as follows concerning the ‘action of the grain market on June 16, 
1953: 


Traders also heard rumors that considerable pressure was being put on the 
Secretary of Agriculture to grant loans on new wheat piled on the ground due to 
shortage of storage facilities. * * * Late yesterday, Department officials said 
they “may consider” loans on the 1953 crop wheat being piled on. the ground. 
No decision has been made yet. 

In speaking of the June 16 market, the Wall Street Journal stated 
wheat futures at Chicago rose 5 cents a bushel; Kansas City market 
was up as much as 71% cents, with extreme advance at Minneapolis 
of 614 cents a bushel. 

The Daily Market Bulletin, dated June 17, 1953, attributed the 
following statement to Dow-Jones: 


Wheat futures shot up the 10-cents-a-bushel daily limit following announce- 
ment that the Government would grant emergency loans on wheat piled on the 
ground in arid areas of the Southwest. * * * 

The Daily Market Letter of the Uhlmann Grain Co., Chicago, II1., 
stated in part as follows on June 17, 1953, concerning the June 17 
market: 

* * * At about noon today word came from Washington, D.C., that some 
similar action had been taken and that loans would be made to farmers against 
wheat stored on the ground in the arid sections of the Southwest. * * * In any 
case, as soon as the Government came out with this change in policy it electrified 
the market, and we had an immediate advance in prices until futures advanced 
to the full 10 cent permissible limit in any day’s trading session. 

The Wall Street Journal commented in part on June 18, 1953, as 
follows concerning the action of the market on June 17, 1953: 

Wheat futures rose 10 cents a bushel, the daily limit, yesterday following a 
Government announcement that it is extending to the 1953 wheat loan program 
all wheat piled on the ground in parts of the Southeast. 

The Daily Market Bulletin dated June 18, 1953, stated in part as 
follows: 

While yesterday’s Government action in granting loans to farmers who have 
wheat stored on the ground continued as a bullish influence, traders said some 
covering also was caused by the unsettled international situation. 

In connection with this example Mr. Tripp advised that an an- 
nouncement concerning the program was made on June 17, 1953, by 
Under Secretary of Agric ulture True D. Morse and Assistant Sec- 
retary of Agriculture John H. Davis; however, the action was not 
form: alized by CCC until June 19, 1953. 

(b) Payme nt-in-Kind Pr ogram.—CCC resolution captioned 
“Changes in Sales and Export Program in Wheat” approved by the 
Board ‘July 13, 1956, and by the Acting Secretary of Agriculture on 
August 1, 1956, pertained to the wheat payment in kind program. 
This program was formally announced after the close of the markets 
on Friday, July 138, 1956, in USDA press release 2041-56. The pro- 
gram was subsequently set forth in CCC docket XCX2a, revision 1, 
approved by the Board on August 21, 1956, and by the Acting Sec- 
retary of Agriculture on August ‘ 92,1956. 
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In this example market news services attributed a rise on Monday, 
July 16, 1956, in the Chicago cash wheat prices of from 6 to 714 cents 
per bushel and a rise in the Chicago futures market of as much as 
914 cents to the Friday announcement concerning the change in the 
export program. . 

The following excerpts concerning this decision are from the sources 
indicated : i 

The Daily Market Bulletin, dated Monday, July 16, 1956, indi- 
cated Dow-Jones stated as follows concerning this action: 

Grain markets were strong with wheat and rye leading the advance. The 
best prices for wheat were recorded on or shortly after the opening. A rush 
of buying orders was attracted by Department of Agriculture announcement 


that it would stop selling wheat for export at cutrate prices and would allow 
the domestic trade to fill foreign orders with wheat purchased in the free market. 


The Daily Market Letter of the Uhlmann Grain Co., dated July 
16, 1956, stated as follows: 


The Government announcement over the weekend that exports would be 
handled through private trade channels overshadowed everything else. Not 
much attention was paid to the fine weather in Illinois and rains through other 


parts of Central West, together with an unsettled map. Rather emphasis was 
placed on a complete change in the handling of wheat for export. 


* * Bo * * * * 


Our market opened sharply higher with considerable short covering. Also 
some large flour business was worked over the weekend, which had probably 


developed as a result of the late Friday announcement. 
The Wall Street Journal, dated July 17, 1956, in referring to 
market action on July 16, 1956, stated as follows: 


WHEAT CLIMBS ON NEWS CUTRATE EXPORT SALES HAVE ENDED 


Prices for wheat in United States markets registered the sharpest gains, al- 
though profit taking in last dealings shaded the best levels. Wheat at Chicago 
finished 444 to 7% cents a bushel higher, At one time prices for some contracts 
were up as much as 9% cents or within one-half cent of the daily limit. Buying 
of wheat spurred demand for other grains. Rye advanced 4% to 7% cents a 
bushel 

Demand for wheat futures was spurred by an announcement over the weekend 
that cutrate sales of Government wheat for export would be halted. This news 
also brought a rush to flour buying. The purchases of wheat and flour were 
inspired by trade belief that exporters would bid up the price of wheat in the 
open market. Dealers reported cash houses and export houses were buyers of 
large quantities of cash wheat. 


The Weekly Market Summary of the Chicago Board of Trade dated 
July 20, 1956, stated: 

The gains that were scored in wheat could best have been attributed to the 
weekend Washington development in the form of a decision by the USDA to take 
the first real step toward returning. the grain business to the grain trade. 

The Wall Street Journal in commenting on the futures prices for 
July 16, 1956, stated that wheat at Minneapolis was up 634 to 754 and 
at Kansas City was up 5 to 614 cents. 

(c) CCC price supports.—CCC docket ZCP 2a entitled “1958 Crop 
Wheat Price Support Program,” was approved by the Board April 
17, 1957, and Acting Secretary of Agriculture April 19,1957, and 
formally announced after the close of the market in USDA press 
release 1262-57, dated April 19, 1957. This release announced the 
1958 wheat acreage quotas and a reduction in the price support loan of 
wheat to $1.78 per bushel or 75 percent of parity. 
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In this example the market-news services described wheat futures 
as opening sharply lower on April 22, 1957, and as having declined 
as much as 314 cents and closed 214 to 214 cents lower per bushel. 
They attributed the lower market to the reduced price support. The 
following excerpts concerning this decision were obtained from the 
sources indicated : 

The Daily Market Bulletin dated Monday, April 22, 1957, attributed 
the following comments to Dow-Jones: 

Wheat and rye prices declined sharply on the Chicago Board of Trade and 
caused selling in other cereals. Selling was touched off by Government announce- 
ment of lower support prices for the 1958 wheat crop. Government announce- 
ment that it will export wheat from its own stocks under special circumstances 
also was a factor. 


The Uhlmann Grain Co. Daily Market Letter dated April 22, 1957, 


stated in part as follows: 


Another market factor was Secretary Benson’s proposal to support 1958 wheat 
crop at 75 percent of transitional parity. This would mean a national average 
support price of $1.78 per bushel for eligible producers * * *. 

Our market opened drastically lower although May wheat, representing old-crop 
positions did not encounter quite as much selling, and thus the spread widened 
to nearly 12 cents between May wheat and old July wheat when our market 
opened this morning * * *, 


The Wall Street Journal dated April 23, 1957, commented as follows 
on the action of the wheat futures market for April 22, 1957: 


Wheat futures declined in the wake of heavy selling generated by Government 
announcement that the support price for the 1958 crop would be lowered 22 cents 
a bushel. The market was further unsettled by indications that the Government 
may offer increased competition in the export market. 


The Weekly Market Summary of the Chicago Board of Trade, April 


26, 1957, stated: 


All new crop wheat futures, July and forward, hit new low seasonal ground 
with the announcement by the U.S. Department of Agriculture covering the 
Government support level. for wheat for the 1958 crop at $1.78 per bushel * * * a 
decline of 22 cents per bushel from the support figures for the 1956 and 1957 
crops exerting a depressing effect * * *. 


9. Corn 


(a) Storage-—On August 22, 1956, selling in corn was attributed 
by market news services to an announcement by CSS at Kansas City 
of a temporary lack of storage space at Kansas City. Mr. Tripp and 
Mr. Daly, of the Grain Division, stated this announcement would 
have been a local announcement of a sale by the Kansas City CSS 
office. They stated the Department’s authority for the sale referred 
to on August 22, 1956, was set forth in USDA teletype to all Com- 
modity offices, dated August 16, 1956, which referred to the sale of 
corn in the Angoumois moth area of the country which permitted 
corn in this area to be offered on a nonstorable basis. 

Market news services attributed a decline in corn of 31% cents to 
this announcement. The following excerpts concerning the an- 
nouncement were obtained from the indicated sources : 

The Daily Market Bulletin dated August 22, 1956, stated in part: 

Selling on stop loss orders accounted for extreme losses of 314% cents a bushel 
for September corn contract during the day with selling caused by news that 
CCC in Kansas City was offering larger amounts of corn to U.S. exporters and 
the domestic trade due to lack of storage at present. 
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The Uhlmann Daily Market Letter dated August 22, 1956, com- 
mented as follows: 

Corn was under pressure, not due to any particular weakening of the local 
cash basis but rather to reports that the CCC was having some trouble finding 
storage for corn in the Southwest; consequently, were selling 60 cars at Kansas 
City today and 60 cars at St. Louis * * *. 

The Wall Street Journal dated August 23, 1956, commented in part 
as follows on the market action of August 22, 1956: 

The grain list was lower, led by corn futures with declines ranging from 
1% to 2% cents a bushel, with the September contract weakest. Selling and 
hedging was reported heavy in the corn market, caused by news that the Com- 
modity Credit Corporation at Kansas City was offering increased quantities of 
corn to exporters and domestic users. This situation was brought about by 
a temporary lack of storage facilities for corn being delivered to the Govern- 
ment agency in the Kansas City area. Action in corn influenced selling in 
oats. 

(6) Sales—The Daily Market Bulletins for June 19 and June 21, 
1956, reflected conflicting statements concerning the sale of CCC Nos. 
4 and 5 yellow corn at ¢ Shic ago. Mr. Tripp advised that by teletype 
June 15, 1956, the USDA advised Chics ago they could sell corn with- 
out regard to quantity provided they did not depress the market. 
He stated this teletype bore a penciled notation to the effect that it 
was rescinded by John Dean, Deputy Sales Manager, CSS, but did 
not indicate the date of such action. 

The market news services attributed futures market loss of as much 
as 154 cents on June 19, 1956, and the gain of as much as 134 cents 
on June 21, 1956, to the announcements. 

The Daily Market Bulletin dated June 19, 1956, attributes the 
following comments to Dow-Jones: 

Old crop corn futures were also firm in early dealings but fell back on news 
the Commodity Credit Corporation would resume offering of Nos. 4 and 5 yellow 
corn for sale at market prices at Chicago. 

The Daily Market Bulletin dated June 21, 1956, stated : 

Buying of corn was touched off by news the Commodity Credit Corporation 
at Chicago would not sell Nos. 4 and 5 grade corn on the domesite market. 
This reversed a policy announced only 2 days ago. 

The weekly market summary of the Chicago Board of Trade dated 
June 22, 1956, stated : 

* * * The old crop corn futures were caught in a cross-current of Commodity 
Credit Corporation decision * * * the first of which stated that the Govern- 
ment agency had resumed the sale of “nonstorable” corn (mostly Nos. 4 or 5 
grades) to the domestic as well as to the export trade, and the second pro- 
nouncement, which killed the one made 2 days earlier. 


3. Soybeans 

(a) Price support level, 1954—CCC Docket VCP 105a concerning 
the 1954 soybean price support program which was approved by the 
CCC Board on January 21, 1954, and the Acting Secretary of Agricul- 
ture on January 22, 1954, reduced the 1954 price support level for soy- 
beans to 80 percent of parity or from $2.56 per bushel to $2.22 per 
bushel. This action was announced in USDA Press Release 183-54 
after the close of the markets January 22, 1954. 

In this example market news services attributed soybean losses of 
more than 6 cents per bushel to the CCC announcement. 
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The following excerpts concerning this decision were obtained from 
the indicated sources: 

The Daily Market Bulletin dated January 25, 1954, attributed the 
following information to Dow-Jones: 

New crop soybeans dropped sharply on the low er Government support level 
for the 1954 crop. Losses extended to more than 6 cents a bushel for the No- 

vember contract. The break unsettled the balance of the grain list, but losses 
for most other cereals were small * * *. Today was the first opportunity traders 
in soybeans had to respond to last F riday’s news the Government support on the 
1954 crop will be on an average national basis of $2.22 a bushel * * *, 

The Uhlmann Daily Market Letter dated January 25, 1954, stated in 
part as follows: 

A good deal of attention was paid to the action taken by the Government late 
Friday when they cut the bean loan for the 1954 crop to 80 percent of parity, 
which makes $2.22 per bushel as compared with $2.56 * * *, 

When our market opened this morning, the November bean delivery was af- 
fected most as was natural. The September delivery also was considerably 
lower, * * *, 

* * * Some sold out beans on the theory that if the price next season is going 
to be so much below present levels that processors may be cautious in their com- 
mitments for the balance of the crop year * * *. 

(b) Price support level, 1955 soybeans and flawseed—CCC Docket 
WCP 105a concerning the 1955 crop soybean price support program 
and CCC Docket WCP 110a concerning 1955 crop flaxseed price sup- 
port program both of which were approved by the Board on March 
10, 1955, and by the Acting Secretary of Agriculture on March 16, 
1955, reduced soybean supports from 80 to 70 percent of parity and 
flaxseed from 70 to 65 percent of parity. This action was announced 
in USDA Press Release 662-55 dated March 16, 1955. 

In this example the market’s anticipation of the announcement will 
be shown with the support pric e announced on March 16, 1955, of 

$2.04 per bushel having been shown in the Uhlmann Daily Market 
Letter on March 11, 1! 155, 5 days prior to the formal announcement. 
During the period January 31, 1955, to March 18, 1955, the price of 
Chicago July soybean futures declined from $2.74 per bushel to $2.4914 
per bushel or 2414 cents. The pr ic e of July soybeans then proceeded on 
down from March 18, 1955, to $2.395% on April 15, 1955. The price of 
the Minneapolis May flaxseed oun declined from a high of $3.371/ 
on February 9, 1955, to $3.17 on March 17, 1955, or a drop of 201, 
cents and proceeded on down to $3.13 on March 31, 1955. 

It was also interesting to note May flaxseed futures on the Minne- 
apolis exchange declined 14 cents per bushel between March 1 and 
March 11, 1955, registering declines of 514 cents on March 10, 1955, the 
date the Board approved the docket and 5 cents on Mareh 11, 1955, 
the date the Uhlmann Daily Market Letter showed the support level of 
soybeans, which was not formally announced by the USDA until 
March 16, 1955. 

The following excerpts concerning these decisions were obtained 
from the Daily Market Bulletin attributed to Dow-Jones (DJ) and 
from the Uhlmann Daily Market Letter (U) : 


January 1, 1955, DJ, July soybeans, $2.74 


Support in November soybeans was based on an unexpected large boost in mid- 
January parity price for soybeans. This parity level dealers said, points to 
higher support prices for the new crop. 
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February 28, 1955, DJ, July soybeans, $2.595%, off 2% 

Indications that the Department of Agriculture may lower price supports for 
this year’s soybean and flaxseed crops unsettled holders of soybean futures. 
March 11, 1955, DJ, July soybeans, $2.5834, off 214 

Soybean and flaxseed futures were exceptions to a higher trend in grain. Sell- 
ing reflected trade expectations that Department of Agriculture was ready to 
announce lower support levels for soybeans and flaxseed for 1955 crops. 

March 17, 1955, U stated in part 

There was some talk the soybean loan might be as low as $2.04, farm average. 
This caused weakness in beans, but particularly in distant months. 

March 14, 1955, DJ, July soybeans, $2.54%, off 3% 

Soybeans at one stage were down more than 4 cents a bushel. Selling here 
was again based on nervousness over the prospect of a reduced support level for 
the 1955 crop. 


March 16, 1955, DJ, July soybeans, $2.56%, up 1% 


The Agriculture Department announced 1955 price supports on the 
three major oilseed crops—soybeans, flaxseed, and cottonseed. 


March 17, 1955, U stated 

After close of the markets yesterday, the Department of Agriculture announced 
lower price supports for the three major oilseed crops. Soybeans were cut to 
70 percent of parity, compared with 80 percent in 1954. This reduction means 
soybeans will be supported at an average price of $2.04, at the farm level, versus 
$2.22 last season. To some farmers this may come as a shock, although a reduc- 
tion had been fully expected. * * * 

Beans were rather weak early with the exception of the March delivery. 
Chances are that the loan figure had been pretty well known, and possibly dis- 
counted, but traders are not fully confident, as they still expect some county 
selling and a large acreage next summer. 

March 17, 1955, DJ, July soybeans, $2.535, off 3% 

An announced reduction of 18 cents a bushel in the Government support price 
for soybeans this year brought selling into new-crop soybeans, and prices dropped 
more than 3 cents a bushel. 

March 18, 1955, DJ, July soybeans, $2.49% off 4% 

Liquidation found demand thin in soybean futures and prices declined as 
much as 94% cents a bushel with March contract weakest before partial re- 
coveries set in. Lower 1955 support levels for oilseed crops, weakness in soy- 
bean oil and meal, and slow processor demand led to the selling in soybean 
futures.* * * 


USDA officials advised they did not know how Uhlmann arrived at 
the figure of $2.04 shown in his letter dated March 11, 1955; however, 
they were of the opinion the figure was possibly based on conjecture. 
T “hey advised the USDA had made no investigation to determine how 
Uhlmann arrived at the precise figure approximately 6 days prior to 
the formal announcement. 

4. Flaxseed 

(a) Price support 1954.—CCC Docket VCP 110a concerning 1954- 
crop flaxseed price support program which was approves October 20, 
1953, and formally announced in USDA Press Release 2579-53, Octo- 
ber 20, 1953, reduced the flaxseed price support from 80 to 70 percent of 
par ity. 

The daily market bulletin, dated October 21, 1953, attributed the 
following to Dow-Jones: 


Flaxseed at Minneapolis was a weak spot. New crop months in the flaxseed 
futures list declined as much as 10 cents a bushel. Washington news that Secre- 
tary of Agriculture had ordered a cut in support prices for flaxseed next year 
from 80 to 70 percent was responsible for the selling. 
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The Wall Street Journal dated October 22, 1953, referring to the 
market of October 21, 1953, repeated the information attributed to 
Dow-Jones above. 

(6) CCC sales —Mr. Marcus Daly stated under USDA public an- 
nouncement No. GRMP 227, supplement No. 4, dated May 27, 1957, 
the Minneapolis CSS office sold on competitive bid basis on June 3, 
1957, 770,000 bushels of flaxseed. 

The daily market bulletin, dated June 4, 1957, attributed the fol- 
lowing statement to Dow-Jones: 

The Government sold over 1 million bushels of corn and 770,000 bushels of 
flaxseed to exporters. This caused selling of corn futures at Chicago and caused 
a break of as much as 8% cents a bushel in the price for flaxseed at Winnipeg. 

The daily market bulletin for June 6, 1957, reflected CCC offered 1 
million bushels of flaxseed to exporters and domestic processors. 

During the period June 3 through June 6, 1957, the Winnipeg, 
Canada, July flaxseed futures dropped from $2.46 for July flaxseed to 
$2.3714, October $2.46 to $2.35, December $2.4114 to $2.2934. 

5. Oats, rye, barley, and grain sorghums 

(a) 1955 price supports for oats, rye, barley, and grain sorghums.— 
CCC Docket WCP 137a approved by the Board December 13, 1954, 
and the Acting Secretary of Agriculture on December 17, 1954, cap- 
tioned “1955-Crop Price Support Programs for Oats, Barley, Grain 
Sorghums, and Rye,” which was formally announced in USDA press 
release 3152-54 after the close of the markets on December 13, 1954, 
reduced the price support for oats, rye, barley, and grain sorghums 
from 85 to 70 percent of parity. 

In this example market news services attributed drops in the futures 
markets of as much as 614 cents per bushel for rye and 31% cents for 
oats to the decision. 

The following excerpts concerning this decision were obtained from 
the indicated sources : 

The daily market bulletin dated December 14, 1954, attributed the 
following information to Dow-Jones: 

Grain markets declined sharply at the opening and then spent the rest of the 
session in attempting to recover losses. At the finish, however, wheat, oats, and 
rye were lower, with most contracts of soybeans and corn higher. News which 
touched off selling in grains was announcement of lower support prices for 
1955 crops of oats, rye, barley, and grain sorghums. Secretary of Agriculture 
Benson in September announced that such action would take place but evidently 
many traders were hoping that he would change his mind. Thus the actual 
announcement had more effect than traders had anticipated. News of lower 
support also came at a time when markets were affected by profit-taking sales. 

The Uhlmann Grain Co. Daily Market Letter, dated December 14, 
1954, stated in part as follows: 


“* * * Last night Secretary Benson announced that supports for 1955 oats, 
barley, rye, and sorghum crops would be reduced from 85 to 70 percent. 
= * * * + * ~ 
Our markets were mostly on the weak side, and confidence was again shaken 
by the overnight announcement, but after all there was nothing too surprising 
in the information divulged * * *. 
* * * Rye was probably the weakest of any of the cereals, * * *. 
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The weekly market summary of the Chicago Board of Trade, dated 
December 17, 1954, reflected : 

Rye was 6 to 644 off. 

An important development marketwise was the announcement by the Secre- 
tary of Agriculture in which he cut Government support prices on oats, rye, 
barley, and grain sorghums substantially, reductions ranging from 85 percent 
down to 70 percent of their respective parities * * *. 

The Wall Street Journal for December 15, 1954, stated in part as 
follows concerning market activity on December 14, 1954: 


GRAIN OFF SHARPLY 


Grain markets reacted sharply to Secretary of Agriculture Benson’s announce- 
ment for lower support prices for next years crop of oats, rye, barley, and 
sorghums. The heavy selling move at one stage knocked down prices for oats 
as much as 3% cents a bushel, rye 5 cents, wheat 2%, and corn about 1 cent. 
However, when selling spent its force, most markets rallied and recovered part 
of the extreme losses. 

(6) 1957 price supports for oats, rye, barley, grain sorghums,; and 
soybeans and flarseed—CCC Docket YCP 137a entitled “1957-Crop 
Price Support Programs for Oats, Barley, Grain Sorghums, and 
Rye” approved by the Board, February 8, 1957, and the Acting 
Secretary of Agriculture, February 12, 1957, cut the price- support 
level for oats, barley , grain sorghums, and rye to 70 percent of parity. 
This was announced in USDA Press Release 462-57 on F ebruary 9, 
1957. CCC Docket YCP 105a captioned “1957-Crop Soybean Price 
Support Program” approved by the Board Valence 8, 1957, and by 
the Acting Secretary February 12, 1957, cut price supports of soy- 
beans to 70 percent. 

CCC Docket YCP 110a entitled eee Flaxseed Price Support 
Program” approved by the Board February 8, 1957, and by the Act- 
ing Secret: ry February 12, 1957, cut the price support of flaxseed to 
65. percent of parity. The soybean and flaxseed support levels were 
announced in USDA Press Release 465-57 on Febru: ry 9, 1957. The 
two different press releases ((1) oats, barley, grain sorghums, and rye 
and (2) soybean and flaxseed) were announced on February 9, 1957, 
and comments by the market news services pertained to both; there- 
fore, they have been consolidated for discussion. 

In this ex: unple the Chicago futures reflected the following changes 
for February 11, 1957: Oats were off as much as 3: 52 cents duri ing the 
day closing as much as 15g lower, rye was off as much as 514 cents 
closing as much as 414 cents lower, soybe: ins were off as much as 314 
cents closing off as much as 27, and fl: axseed was off on close approxi- 
mately 514 cents. 

On February 9, 1957, USDA announced reduced support prices for 
oats, rye, soybeans, and grain sorghums. The Daily Market Bulletin, 
dated February 11, 1957, stated: 

Heavy selling swept grain futures during early trading but prices later re- 
covered part of extreme losses. Oats, rye. and soybeans were the weakest. 
Selling which carried most of these contracts into new lows for the season 
Was caused by Secretary of Agriculture Benson’s action over the weekend re- 
ducing 1957 support levels. 

The Ulhmann daily market letter dated February 11, 1957, stated 
in part 


It was almost a foregone conclusion this morning that all grain prices would 
be lower, including beans * * * the general weakness at the opening was due 








443 


almost entirely to Mr. Benson’s announcement that 1957 crop supports would be 
cut rather sharply with feed stuffs generally at 70 percent of parity, while the 
support for beans was placed at $2.09 per bushel which was reduced from $2.15 
last season. The rye support was cut to $1.15 a bushel from $1.27 last year 
and grain sorghums cut to $1.83 per 100 pounds as compared with $1.97 last 
year. 

The Wall Street Journal dated February 12, 1957, stated as follows 
concerning the market activity on February 11, 1957: 


BENSON PRICE PROP CUTS UPSET GRAIN FUTURES 


Heavy selling swept grain futures during trading, but later prices recovered 
part of their extreme losses. Oats, rye, and soybeans were the weakest. Sell- 
ing, which swept most of these contracts with new lows for the season, was 
caused by Secretary of Agriculture Benson’s action, taken over the weekend, 
reducing 1957 support levels for these grains. 


6. Cotton 


(a) General market condition—Mr. Frank J. Knell, former presi- 
dent and currently a member of the board of managers, New York 
Jotton Exchange, and Mr. Harry B. Anderson, partner in charge of 
the commodity “division, Merrill Lynch, Pierce, Fenner & Smith, 
agreed that over the years spot prices for cotton have been more or 
less tied to the support levels and the two have moved generally in 
the same direction. Decisions of CCC, other than the establishment 
of price support levels, have had a limited effect on the domestic spot 
market. ‘They concurred that traders are aware of the formulas used 
by CCC in computing price support levels, that the market, therefore, 
anticipates these decisions of CCC and little market response is not ed 
to the announcements of CCC decisions concerning price supports. 
Messrs. Knell and Anderson stated the near future markets move in 
rather close relation to the spot markets with the more distant future 
markets showing the widest fluctuation and pronounced reaction to 
legislative or administrative actions. 

They pointed out the large inventories held by CCC and the uncer- 
tainty as to the nature of the disposition of such inventories causes a 
general stagnation and an absence of initiative in the free markets. 
They stated the lar ge concentration of cotton inventories in the hands 
of CCC injures the opportunities for the U.S. cotton trade to obtain 
its fair share of the world market and permits synthetics to gain a 
competitive advantage. Uncertainty as to future CCC actions in the 
disposition of surpluses causes a reluctance on the part of both do- 
mestic and foreign mills to build up inventories of U.S. cotton. This 
tends to dry up the channels of trade and has a depressing effect on 
domestic market prices. 

They related the decisions of CCC to export cotton based on a 6- or 
8-cent-per-pound subsidy below domestic levels was unfair to Ameri- 
can mills and a3 an effect on the domestic market. Foreign mills 
are able to buy U.S. cotton at cutrate prices. This cotton comes back 
into U.S. markets in the form of finished products, at prices lower 
than those which American mills can offer. This gives a competitive 
advantage to the foreign trade. 

Mr. Knell pointed out the Liverpool market generaly forms its base 
on New York prices and any decisions of CCC relating to the disposal 
of surpluses abroad affect the Liverpool market. 

Mr. Ralph H. Raper, Deputy Director, Cotton Division, CSS, ad- 
vised CCC decisions have an underlying effect on the markets and 
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that the price-support program has controlled the price of cotton at 
artificially high levels for years. He said that CCC decisions are 
important marketwise although the changes from day to day are small 
due to the market’s anticipation of these decisions. 

The report by this st aff on trading in cotton futures markets, dated 
December 1956, states in part: 


The trade insists that the price of cotton is no longer made on the cotton 
exchanges but that prices quoted from them follow substantially the price of 
cotton as it has been established by governmental decree * * * The large pro- 
portion of cotton that has entered into loan or is owned by the Government, 
however, engenders lack of confidence in such prices. Under such conditions 
most goods distributors, merchants, mills, and others turn cotton over rapidly 
and refuse to carry it for long. The narrowness of price is thus in large measure 
due to the narrowing down in trading activity. Fear of a change in the Govern- 
ment program, with the possible loosening of supply restrictions by a marked 
price drop, is an ever-present deterrent to buying over and above bare needs to 
keep operations in line with immediate disposal levels. 

(b) Export program of 1955—A study was made of the Daily 
Market Bulletins prepared by the USD: A with regard to cotton for 
the period January 18, 1955, through January 9, 1956. This study 
shows generally the market’s ‘antic ipe ation of the special cotton export 
program announced in USDA Press Release No. 2443-55 dated Sep- 
tember 21,1955. 

The Daily Market Bulletin, dated January 18, 1955, reflected that 
“fears the CCC may start to sell some of its cotton actively in the 
export market unsettled traders.” On this date the New York spot 
market for cotton was 34.95 cents per pound; the March (near ) future 
was 34.44, and the December (distant) future 34.80. On the Liver- 
pool futures market March-April (near) cotton was 37.33 cents and 
December—January (distant) 37.04. From January 18, 1955, until 
September 22, 1955, there were numerous references in the bulletins 
to the nervousness and uncertainty of the markets concerning the 
U.S. cotton export program as well as rallies attributed to the belief 
that prospects for the program were fading. 

The following are some examples of comments in the daily market 
bulletins attributed to Dow-Jones, indicating the market’s anticipation 
of this decision : 

March 18, 1955.—Cotton was easier influenced partly by a sharp break in 
deferred trading months at Liverpool * * * Selling at Liverpool was attributed 
to ideas that the United States will sell surplus cotton more aggressively in 
world markets next season. 

March 25, 1955.— * * * New crop months were under the additional handicap 
of confusion as to U.S. cotton export policy. Agriculture Department officials 
say no change in the policy of no export subsidy on cotton for this marketing 
season is contemplated. Policy for next season will be reappraised later. 

May 13, 1955.— * * * Strength in Liverpool cotton futures was attributed to 
belief that prospects for a U.S. cotton export subsidy next season are fading. 

May 27, 1955.— * * * Traders generally were on the sidelines awaiting 
further developments on Government cotton policy for next season. 

June 8, 1955.—Quiet conditions in textile market, the lull in export buying and 
confusion over Government plans for cotton all contributed to the dullness in 
futures. 

July 18, 1955.—The market displayed a nervous undertone pending announce- 
ment of the Government's cotton policy for next season. 

July 28, 1955.—Cotton futures market opened strong in response to a sharp 
rally at Liverpool. Most contracts in British market advanced 100 points—the 
daily limit. Both markets were again influenced by word that the administra- 
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tion’for the time being, at least has decided to shelve the cotton export subsidy 
lan. 

August 5, 1955.—Some selling was based on closing weakness at Liverpool 

where prices dropped as much as 90 points. The break at Liverpool was attrib- 

uted to belief that some action may be taken soon in connection with moving 

U.S. cotton into world markets at competitive prices. 

September 21, 1955.—U.S. Department of Agriculture announced the special 
cotton export program in press release 2443-55. 

September 22, 1955.—News that the Agriculture Department will definitely 
offer up to 1 million bales of its cotton stocks for export sale at competitive prices 
after January 1 brought some selling into cotton futures. The news dropped the 
Liverpool cotton futures market sharply today except for nearby deliveries. 
Traders were uncertain as to exact impact of this Government selling program on 
the market here. 

The daily market bulletin reflected cotton was off as much as 48 points (48/100 
cents) at Liverpool on close. 


The bulletin disclosed on September 22, 1955, the New York spot 
market for cotton was 33.60 cents per pound and the October (near) 
futures were 32.58; July (distant) 32.24. The Liverpool futures w ere 
October-November (near) 35.47 and July-August (distant) 31.52 
During the period January 18, 1955, through September 22, 1955, the 
New York spot market t dropped 1.35 cents: the near futures month 
dropped 1.86 and the distant futures 2.56, The Liver pool near futures 
dropped 1.86 cents and the distant futures dropped 5.52. 

Subsequent to the announcement of the program which was to be 
effective after January 1, 1956, the market commenced anticipation of 
the bid prices which w ould be ace epted by CCC. The following are 
some excerpts from the daily market bulletin which reflect this antici- 
pation : 








December 14, 1955.—Attention of traders centered on the Government’s special 
cotton export program which becomes operative January 1. Up to 1 million 
bales may be disposed of by CCC on a competitive bid basis for export. There 
has been no indication as to what minimum bid price will be acceptable to CCC. 

December 30, 1955.—Commission houses and Liverpool sources were sellers of 
new crop deliveries, partly reflecting sharp declines in Liverpool cotton futures 
this morning. ‘The selling abroad was credited to possibilities that the CCC may 
accept bids for its export cotton considerably under market levels in the United 
States. * * * 

January 3, 1956.—Cotton futures were mostly lower * * *. Traders were gen- 
erally hesitant with Congress scheduled to take up a new farm program while CCC 
will open the first bids late today on its offerings of surplus cotton for export. 
Last week guesses in the trade were exporters will submit bids around 25 cents 
a pound level. Some exporters say CCC must sell its cotton around 7 to 8 cents 
a pound under levels here if much cotton is to be moved abroad at competitive 
world prices * * *, Bids submitted today are considered partly in the nature of 
a feeler to determine CCC ideas on price although some exporters are said to have 
made sale abroad contingent upon getting cotton from the CCC at the right price. 

January 6, 1956.—At the close of the markets on Friday, January 6, 1956, the 
New Orleans CSS office announced the bids accepted were from 25.50 to 28.02 
cents per pound. 

January 9, 1956.—Results of the bids last week for CCC export cotton were 
in line with general trade expectations and had little apparent market effect. 


The Daily Market Bulletin reflected the following prices on January 
9,1956: 


New York spot 35.05, near future 33.94, distant future 30.90; Liverpool near 
future 28.19, distant 27.43. 


The study generally disclosed the New York spot price for cotton 
remained relatively close to the price support level and that the near 
future months on the New York Cotton Exchange remained relatively 
close to the spot market with the distant future months showing a 
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variation of 3.90 cents. The Liverpool near future months showed 
variation of 9.14 cents and the distant 9.61 cents during the period 
January 18, 1955, to January 9, 1956. 

Mr. Ralph H. Raper, Deputy Director, Cotton Division, CSS, re- 
lated this illustration reflects the close relationship which exists. be- 
tween the domestic near futures and the spot markets. Also he 

ointed out the decline near the end of the year in the distant domestic 
Siam months appears to reflect the uncertainty over the large sur- 
plus and heavy inventory carryover, and possible lower support levels 
in 1956. Mr. Raper stated the depression of the Liverpool futures 
market reflects the anticipation of the cotton export sales program 
which was announced September 22, 1955, and the announcement of 
the acceptance of bids. This adjustment put the Liverpool market in 
line with the program’s sales price. 

Mr. Raper stated with regard to this matter that the U.S. market 
is much larger than the Liverpool market. He said a little cotton 
added to the U.S. market does not have a great effect in view of the 
close ties of the markets to the support level; however, Liverpool, being 
a thinner market, has a more pronounced reaction to additional sup- 
plies. Mr. Raper pointed out the U.S. futures market moves primarily 
in response to the support level, whereas the Liverpool market responds 
to available supply and demand. 

It should be noted that discussion of legislation, actual legislation, 
crop reports, weather, price supports, acreage allotments and quotas 
as well as other factors were discussed as also affecting the market 
during the period of this study; however, experts agreed the special 
cotton export program was probably the principal factor influencing 
the market. 

(c) Miscellaneous.—The following are several examples obtained 
from the Daily Market Bulletin which attribute market actions to CCC 
decisions or to rumors thereof : 

(1) Substitution—January 17, 1956: 

Heavy selling developed in cotton futures with losses extending to about $4 a 
bale. Practically all deliveries closed at the lows for the day. The selling was 
attributed in part to the fact that exporters buying CCC stocks for export pur- 
poses may be permitted to make some substitutions from their own private stocks 
for the CCC cotton purchased. Under the present arrangement the identical 
bales purchased from CCC must be shipped abroad. Traders feared some of the 
lower grade cottons purchased from CCC might be tendered against futures or @ 
least hedged in the futures market. 


The Daily Market Bulletin disclosed the New York spot market 
dropped from 35.40 cents per pound to 34.80 or 60 points. The New 
York futures market dropped between 61 and 94 points. 

(2) Sales policy and support price: On February 28, 1956, the 
USD: \ announced a new upland cotton export sales program for ship- 
ment after July 31 in USDA press release 611-56. 

The Daily Market Bulletin dated February 28, 1956, reflected, “Ac- 
tivity slackened on the recovery as traders aw aited dev elopments on 
the reported new Government cotton sales program.” New York 
futures were off from 4 to 59 points on February 28, and Liverpool 
futures were off old future 89 to 118, new futures off 12 to 118 points. 

The Daily Market Bulletin dated February 29, 1956, stated as 
follows: 


Cotton futures declined as much as $2.65 a bale today on heavy liquidation. 
Selling was touched off on news that the Department of Agriculture will offer 
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its cotton stock for export sale on a competitive bid basis. The statement by 
Agriculture Secretary Benson that he figured on dropping the support price on 
the 1956 cotton crop about 3 cents a pound if Congress approves the adminis- 
tration’s overall farm program also brought selling into new crop months. 

The Daily Market Bulletin reflected on February 29, 1956, the New 
York futures dropped from 7 to 53 points and the Liverpool futures 
prices (old months) were off 23 to 110 points (new months) from up 
36 to off 98. 

V. STAFF OBSERVATIONS 


This study has disclosed that CCC decision do have an effect on the 
markets; that many people participate in the preparation of the 
dockets on which CCC decision are based; conferences are held by 
CSS employees with representatives of industry; numerous persons 
are present when the CCC Board votes on decisions; and time lapses 
exist between the voting and official public announcement of the de- 
cisions. The security of proposed and actual decisions of the Board is 
said to depend upon the personal integrity of the employees having 
knowledge of the contemplated or actual actions of the Board, with 
the chain being only as strong as its weakest link. It is generally 
considered that the physical security of the information which may 
have an effect on the markets or could serve to offer an individual an 
opportunity to profit is weak. However, cognizance is taken of Mr. 
Holm’s statements concerning the complexity of the problems and the 
need for discussions with many experts. 

The following observations are set forth for consideration: 


A. LEGISLATION 


Congress may desire to consider legislation which would specifically 
pertain to CCC decisions and prohibit any unauthorized disclosure 
of matters being considered by CSS for presentation to the Board 
or any unauthorized disclosure of matters pertaining to the Board’s 
actions. The Chief of the CCC Division of the General Counsel’s 
office and the Assistant General Counsel, USDA, have pointed out 
such a law would be difficult to draft. 


B. ACTIONS OF THE BOARD 


This study disclosed the CCC Board regularly meets on Tuesday 
mornings and decisions agreed to at that time which might have mar- 
ket implications are not publicly announced until after the close of 
the markets. Further, that persons other than Board members are 
present during the voting and may leave before the Board meeting 
is complete; that decisions are sometimes reached which require the 
Secretary’s signature and are held for a period of time awaiting 
signature. 

It appears that experts must attend Board meetings to present a 
full picture of the many implications of the programs being consid- 
ered. However, it is believed that such persons should not be present 
during the final discussion and actual voting by the Board. It is felt 
that after presentation and discussion of all matters, the Board mem- 
bers should meet and vote on the various programs with the Secretary 
of the Board being the only nonmember present. 
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It would be advantageous if such meetings could be held after the 
markets are closed with the Secretary or Acting Secretary of Agri- 
culture present. The results could then be announced directly to the 
press. In this manner knowledge of actual decisions would be limited 
to not more than eight individuals. 


C. ADVISORY COMMITTEES 


It has been pointed out in this study that some persons in industry 
feel that USDA meetings with advisory committees permit certain 
individuals to obtain market advantages over others. A suggestion 
was made that the advisory committees meet publicly, with members 
of the press and the public permitted to attend but not participate. 
If this suggestion is deemed unacceptable, it is suggested a press re- 
lease covering the conference showing the matters discussed and views 
expressed might be advantageous. 


D. PHYSICAL SECURITY OF OFFICES 


The staff determined that outsiders can gain access to CCC and 
CSS offices without difficulty during the evening hours and on week- 
ends. The doors of the offices are left open after hours to permit 
cleaning of the offices. Under certain circumstances, decisions reached 
by the Board awaiting the signature of the Secretary, as well as mat- 
ters for the consideration of the Board are maintained in regular file 
cabinets locked by common types of keys which are readily available 
to many persons. Dockets for Board action are disseminated to 
various officials for study prior to Board meetings and are sometimes 
maintained for several days in similar locked cabinets in unlocked 
offices. While surreptitious entries would probably be the excep- 
tional means of obtaining information in advance of public release, 
it is felt more consideration could be given to the physical security of 
this material and it should be maintained in cabinets with manipula- 
tion-resistant, changeable combination locks to limit the possibilities 
of surreptitious entries. 


E. PROCEDURE MANUAL 


The current docket procedure manual is outdated, obsolete and has 
not been revised since June 18, 1950, with attempts at revision —— 
been stymied in a debate between the procedure writing section an 
the docket clearance section. It is felt this manual sash be brought 
up to date, spelling out the confidentiality of the material, and the 
manner in which it is to be handled. This manual should be readily 
available for reference by all employees handling docket material. 


F. CERTIFICATION OF EMPLOYEES 


After an up-to-date procedure manual is developed, specifically pro- 
viding for confidential treatment of CCC decisions and related ma- 
terial and defining limits within which employees may and may not 
disclose information, consideration should be given to the adoption 
of a certification to be signed by employees indicating their awareness 
of the regulations. Such certifications as those used by the crop re- 
porting board serve to insure that all employees having access to con- 
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fidential information are made aware of the regulations and to im- 
press upon them the necessity for safeguarding such information. 


G. PUBLIC HEARINGS 


It has been suggested that public hearings be held by the Board 
in considering decisions. This might be accomplished through the 
use of a hearing officer with all evidence introduced for Board con- 
sideration becoming public information. Presentation to the Board 
might be in a form similar to that used by governmental regulatory 
commissions. A hearing officer could compile the evidence for the 
Board members who could then convene on a specified date and vote 
on the decision, with a public announcement being made immediately 
thereafter. Secretary Benson, in testifying before the Senate Sub- 
committee on Agriculture Appropriations on March 31, 1958, ex- 
pressed the opinion that the holding of formal hearings would be ex- 
ceedingly unwise and that such hearings would be practically im- 
possible to implement. He also stated that advance public notice of 
possible CCC action on many matters would create uncertainty and 
unwarranted speculation. 


H. REVIEW OF MARKET NEWS SERVICES 


There is no procedure currently in effect in the USDA for making 
a systematic review of private market news tickers, news letters, an 
similar publications devoted to market news and gossip, for the pur- 
pose of identifying comments in such publications which might indi- 
cate improper disclosures or leaks of information. There should be a 
systematic review of market news services to identify statements in 
trade circles which might show leaks of information regarding pro- 
posals being acted upon within the Department, and apparent leaks 
should be investigated to determine whether leaks have occurred, 
and, if so, their source. 


Part III. Estimates of Production, Consumption, and Inventories, 
and Their Effect on Price Support Levels, Acreage Allotments, 
and Marketing Quotas 


I. INTRODUCTION 
A. DIRECTIVE 


The Committee on Appropriations by directive dated May 29, 1958, 
instructed that an inquiry be made into the regulations, methods, and 
policies followed in the compilation and promulgation of estimates of 
production, consumption, and inventories of U.S. agricultural com- 
modities and that a determination be made of the validity of such 
estimates and their effect on price support levels, acreage allotments, 
and marketing quotas since 1952. 


B. SCOPE OF INQUIRY 


The staff inquiry was directed principally toward the estimates of 
production, consumption, and inventories of corn, wheat, and upland 
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cotton, the major commodities involved in price support programs, 
acreage allotments, and marketing quotas. 

For those commodities, a review was made of the statutes rel: ating 
to price support programs, acreage allotments, and marketing quotas; 
the dockets pertaining to the price support programs for the 1952-58 
crops, including the calculations of the supply percentages and the 
minimum support levels; the proclamations and related data concern- 
ing acreage allotments and marketing quotas for the 1952-58 crops, 
including ‘the calculations of the national m: arketing quotas, national 
acreage allotments, and acreage allotments for the commercial corn- 
producing area; and the methods and policies followed in the com- 
pilation of the estimates set forth in, or used in the preparation of, 
such dockets and proclamations. 

Using the latest statistics available at the time of its inquiry, the 
staff recalculated the supply percentages, minimum price support 
levels, national marketing quotas, national acreage allotments, and 
commercial corn-producing area acreage allotments rel: ating to the 
1952-58 crop programs and compared the results with the price sup- 
port levels, marketing quotas, and acreage allotments in effect for 
such crops. 

In addition, interviews were conducted with officials and other key 
personnel of the Commodity Stabilization Service (CSS) and the 
Agricultural Estimates Division of the Agricultural Marketing Serv- 
ice (AMS). Also, an examination was made of the activities of the 
Agricultural Estimates Division field offices at Austin, Tex,; Des 
Moines, lowa; Jackson, Miss.; Lincoln, Nebr. ; : Springfield, Iil.; and 
Topeka, Kans. 


II. Derrntrions APPLicaBLe TO Corn, WHEAT, AND UPLAND Corton 


An understanding of certain definitions contained in section 301(b) 
of the Agricultural Adjustment Act of 1938, as amended, and section 
408 of the Agricultural Act of 1949, as amended, is essential to any 
study of the computations of price support levels, acreage allotments, 
and marketing quotas made by the USDA in accordance with the 
formulas prescribed by law for such computations. The definitions 
applicable to the commodities dealt with in this report are: 


A. APPLICABLE TO CORN 


Marketing Year—The period beginning on October 1 and ending 
on he 30. 

2. Carry-over for any marketing year.—The quantity on hand in 
the United States at the beginning of such marketing year, not in- 
cluding any produced in the United States during the calendar year 
phige aierent. 

Normal Supply for any marketing year.—The estimated domes- 
tic ‘consumption for the marketing year ending immediately prior to 
the marketing year for which normal supply is being determined, plus 
the estimated exports for the marketing year for which normal supply 
is being determined, plus an allowance for carryover of 15 percent of 
the sum of the consumption and exports used in computing normal 
supply. In determining normal supply, the Secretary is to make such 
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adjustments for current trends in consumption and for unusual con- 
ditions as he may deem necessary. 

4. Total supply for any marketing year—the carryover for such 
marketing year, plus the estimated production in the United States 
during the calendar year in which such marketing year begins and 
the estimated imports into the United States during such marketing 
~ 

. Commercial corn-producing area—all counties in which the aver- 

age opedietion (excluding corn used as silage) during the 10 calendar 

sars immediately preceding the calendar year for which such area is 

sania after adjustment for abnormal weather conditions, is 450 

bushels or more per farm and 4 bushels or more for each acre of 
farmland in the county. 


B. APPLICABLE TO WHEAT 


1. Marketing year—the period beginning on July 1 and ending on 
June 30. 

2. Carryover for any marketing year—the quantity on hand in the 
United States at the beginning of such marketing year, not including 
any produced in the United States during the c alendar year then cur- 

rent, and not including any held by the Federal Crop bons ance Cor- 
poration under title V of the Agricultural Adjustment Act of 1938. 

3. Normal supply for any marketing year—the estimated domestic 
consumption for the marketing year ending immediately prior to 
the marketing year for which “normal supply is being determined, 
plus the estimated exports for the marketing year for which normal 
supply is being determined, plus an allowance for carryover of 20 
percent of the sum of the consumption and exports used in computing 
normal supply. In determining normal supply, the Secretary is to 
make such ebicatneste for current trends in consumption and for 
unusual conditions as he may deem necessary. 

4. Total supply for any marketing year—the carryover for such 
marketing year, plus the estimated production in the United States 
during the calendar year in which such marketing year begins and 
the estimated imports into the United States during such marketing 
year, 

5. National average yield—the national average yield per acre dur- 
ing the 10 calendar years preceding the year in which such national 
average yield is used in any computation authorized in title III of 
the Agricultural Adjustment Act of 1938, adjusted for abnormal 
w athe rv conditions and for trends in yields, 

Normal year’s domestic consumption—the yearly average quan- 
tity, ‘wherever produced, that was consumed in the United States 
during the 10 marketing years immediately preceding the marketing 
year in which such consumption is determined, adjusted for current 
— in such consumption. 

Normal year’s exports—the yearly average quantity produced in 
he United States that was exported from the United States during 
the 10 marketing years immediately preceding the marketing year in 
which such exports are determined, adjusted for current trends in 
such exports. 
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C. APPLICABLE TO COTTON 


Marketing year—the period beginning on August 1 and ending 
on ‘July 31. 

2. Carryover for any marketing year—the quantity on hand in the 
United States at the beginning of such marketing year, not including 
any part of the crop produc ed in the United States during the calen- 
“a year then current. 

Normal supply for any marketing year—the estimated domestic 
siden for the marketing year for which normal supply is being 
determined, plus the estimated exports for such marketing year, plus 
30 percent of the sum of such consumption and exports as an allow- 
ance for carryover. 

4. Total supply for any marketing year—the carryover at the be- 
ginning of such marketing year, plus the estimated production in the 
United States during the calendar year in which such marketing year 
begins and the estimated imports into the United States during such 
marketing year. 

5. National av erage yield—the national average yield per acre dur- 
ing the 5 calendar years preceding the year in “which such national 
average yield is used in any computation authorized in title III of the 
Agric ultural Adjustment Act of 1938, adjusted for abnormal weather 
conditions. 


D, APPLICATION TO CORN, WHEAT, AND UPLAND COTTON 


1. Supply percentage—the percentage which the estimated total sup- 
»ly is of the normal ‘supply as determined by the Secretary from the 
Bo available statistics of the Department of Agriculture as of the 
beginning of the marketing year for the commodity. 

. Cooperator—a producer on whose farm the acreage planted to 
the commodity does not exceed the farm acreage allotment for the 
commodity under title III of the Agricultural ~ Adjustment Act of 
1938, as amended, or, in the case of price support for corn or wheat 
to a producer outside the commercial corn- producing or wheat-pro- 
ducing area, a producer who complies with conditions of eligibility 
prese ribed by the Secretary. For the purpose of this definition of a 
cooperator, a producer is not deemed to have exceeded his farm acre- 
age allotment unless such producer knowingly exceeded such 
allotment. 


III. Meruops FoLttowep In PREPARATION OF Price Support Dockets 
AND MARKETING Quora AND ACREAGE ALLOTMENT PROCLAMATIONS 
ror Corn, WHEAT, AND UPLAND Corron 


The Grain and Cotton Divisions (CSS) prepare the price support 
dockets for corn, wheat, and cotton for consideration and approval by 
the Commodity Credit Corporation (CCC) Board of Directors and 
the Secretary. After approval, the Secretary announces the price-sup- 
port levels: (1) Dollars-and-cents advance price-support levels are 
announced as early in advance of the planting season as possible; (2) 
the final price support levels are announced as of the beginning of 
the marketing year (October 1 for corn, July 1 for wheat, and August 
1 for cotton) ; however, the final support price may not be less than the 
advance support price announced before the planting season. 
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The same Divisions prepare the marketing quota and acreage allot- 
ment proclamations for corn, wheat, and cotton for consideration and 
approval by the Secretary. After approval, the required proclama- 
tions are made, on or before the dates prescribed by law (February 1 
of the crop year involved for corn, May 15 of the year preceding the 
crop year involved for wheat, and October 15 of the year preceding 
the crop year involved for cotton). 

In calculating supply percentages, minimum price support levels, 
marketing quotas, and acreage allotments and in determining whether 
marketing quotas are to be proclaimed, the Grain and Cotton Divi- 
sions follow the applicable formulas prescribed by law. These formu- 
las require that estimates be made of domestic consumption, exports, 
carryover, production, and imports (elements of normal supply and 
total supply). In addition, the law provides that the latest statistics 
available to the Secretary be used she he makes the various deter- 
minations required under the law. 

As a result, the estimates must be made as of several dates in order 
to comply with the law in making the advance and final price support 
level announcements and marketing quota and acreage allotment 
proclamations. 

The earliest estimates are required for the marketing quota and 
acreage allotment proclamations, For corn and cotton, estimates 
must be made of normal supply, carryover, and imports. For corn, 
an estimate of production outside the commercial corn-producing 
area is also required. For wheat, only carryover and imports must 
be estimated because the formula calls for the use of a normal year’s 
domestic consumption and exports plus 30 percent thereof instead 
of normal supply. 

Next, estimates are required for the advance price support level 
announcements. At that time, all of the elements of normal supply 
and total supply must be estimated, including production which is 
one of the most important elements. Since these announcements are 
made before the crops are planted, the Grain and Cotton Divisions 
do not have available any production estimates by the Crop Report- 
ing Board (AMS). 

Finally, estimates of normal supply and total supply must be made 
for the final price support level announcements. At that time, crop 
reports issued by the Crop Reporting Board are available and are 
used by the Grain and Cotton Divisions. 

The Divisions also have other sources of information and data, 
among which are— 

1. Quarterly reports by AMS of farm and off-farm stocks of 
corn and wheat. 

2. March report by AMS of farmers’ planting intentions con- 
cerning corn and wheat. 

8. Bureau of the Census for stocks of cotton and food use of 
corn and wheat. 

4. Treasury Department for corn and wheat used in distilleries. 

5. Foreign Agricultural Service, USDA, for imports and 
exports. 

6. American Cotton Shippers Association and National Cotton 
Council for exports. 

Because of the statutory requirements for early announcements 
and proclamations, many of the required estimates are based on the 
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judgment of USDA personnel as well as on the source material de- 
scribed above. ‘The divisions do not document fully the weights 
given to the source material and consultations held in arriving at 
their estimates. For this reason, it was not practicable for the staff 
to attempt a strict verification of the estimates. However, the methods 
and policies followed in the compilation of the estimates were reviewed 
and appeared to be reasonable. 


IV. Price Surrporr Levers ror THE 1952-58 Crors or Corn, WHEAT, 
AND Uptanp CorroNn 


A. PROVISIONS OF STATUTES RELATING TO PRICE SUPPORT LEVELS FOR THE 
1952-58 CROPS OF CORN, WHEAT, AND UPLAND COTTON 


Section 101 of the Agricultural Act of 1949, as amended (7 U.S.C. 
1441), includes the price support level provisions for corn, wheat, 
and upland cotton. 

For the 1952 and 1956-58 crops, this section required that, if pro- 
ducers had not disapproved marketing quotas, price support be made 
available to cooperators at a level not in excess of 90 percent of the 
parity price of the commodity nor less than the levels called for by 
the applicable minimum support schedules set forth in subsections 

(a) and (b), ranging from 75 to 90 percent of the parity price, in- 
clusive, ac ording to the relationship of total supply to normal 
supply. 

For the 1953 and 1954 crops, the act of July 17, 1952 (66 Stat. 758), 
amended section 101 of the Agricultural Act of 1949 to require that 
the level of support to cooperators be 90 percent of the parity price, if 
producers had not disapproved marketing quotas. For the 1955 crop, 
section 201 of the Agricultural Act of 1954 (68 Stat. 899) amended 
section 101 of the Agricultural Act of 1949 to provide that the level 
of support to cooperators be not more than 90 percent and not less 
than 8214 percent of the parity price, if producers had not disapproved 
marketing quotas, and that, within such limits, the minimum level of 
support be fixed by use of the applicable minimum support schedules 
set forth in subsections (a) and (b). 

The levels of support cen above are not applicable to cooperatives 
outside the commercial corn-producing or wheat-producing areas. 
Section 101 of the Agricultural Act of 1949, as amended, provides that 
the level of support to such cooperators shall be 75 percent of the level 
of price support to cooperators in the commercial corn-producing or 
wheat-producing areas. 


B. CALCULATIONS OF SUPPLY PERCENTAGES AND MINIMUM SUPPORT LEVELS 
FOR ADVANCE AND FINAL SUPPORT LEVEL ANNOUNCEMENTS AND COM- 
PARISON WITH RECALCULATIONS BY STAFF USING LATEST STATISTICS 
AVAILABLE 


Advance announcements of price-support levels are made pursuant 
to section 406 of the Agricultural Act of 1949 (7 U.S.C. 1426) which 
requires that the Secretary shall, insofar as practicable, announce the 
level of price support for field crops in advance of the planting season, 
but the level of price support so announced shall not exceed the esti- 
mated maximum level of price support specified in the act based upon 
the latest information and statistics available to the Secretary when 
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such level of price support is announced. Section 406 provides also 
that the level of price support so anounced shall not be reduced if 
the maximum level of price support when determined is less than the 
level so announced. 

Concerning final support levels, section 401(d) of the Agricultural 
Act of 1949 (7 U.S.C. 1421(d)) provides in part that the level of 
price support for corn, wheat, and upland cotton shall be determined 
upon the basis of the parity price as of the beginning of the marketing 
year. 

The calculations shown in the following tabulations under the col- 
umns “Advance support level” and “Final support level” were taken 
from the dockets pertaining to the price-support programs for the 
1952-58 crops of corn, wheat, and upland cotton. The recalculations 
shown under the column “Using latest statistics available” were made 
by this staff using the latest statistics available at the time of its 
inquiry, as compiled by the Grain and Cotton Divisions of CSS. 

{n comparing the recalculations made by the staff with the price- 
support levels announced by the Department, it must be recognized 
that the staff has used production, consumption, and carryover figures 
developed after the crops were grown and marketed, except for the 
1958 crops. In its calculations of supply percentages on which price- 
support levels were based, the Department of necessity used the esti- 
mates which were then available. In the preparation of advance 
announcements, these estimates had to be made Lefone the crops had 
been planted. Final announcements were made before final estimates 
regarding production and consumption were available. In other 
words, the staff’s recalculations are hase’ on historic statistics, while 
the USDA announcements were based upon estimates. 

An analysis of the tabulations shows that. the final support prices 
announced are higher in 11 cases and lower in two cases than the mini- 
mum support prices recalculated by the staff; in two cases the prices 
are the same. A summary of the 15 cases analyzed by the staff is pre- 
sented below, followed by tabulations showing the detailed compu- 
tations. 

Summary of crop years 





| Minimum Percentage 
Final support of difference 
support price to price 
price recalculated | recalculated 
by staff by stat? 
- = oe — Fricneeniemenincensniateasiona 
Cases where final support prices are higher: 
Where, pursuant to euthority in sec. 401(b) of the Agri- | | 
cultural Act of 1949, as amended, the support level | | 
announced exceeded the minimum level prescribed 
1952 crop corn ; per bushel $1. 60 | $1. 57 | 1.9 
1956 crop corn “ oe do $1. 50 $1. 39 | 7.9 
1952 crop wheat po : do $2. 20 | $1. 84 | 19.6 
1956 crop wheat = 4 2 do 2.00 | $1. 91 4.7 
1957 crop wheat Sie ‘ do $2. 00 $1. 88 6.4 
Where support level announced was same as minimum level | | | 
prescribed: | | 
1955 crop corn per bushel__]} $1. 58 | $1. 49 6.0 
par Gree ON es de oh ee acncdacredeucdous _.do $1. 40 $1. 37 2 
1958 crop corn _.do $1. 36 | $1. 32 | 3.0 
1952 crop cotton ..cents per pound__| 30. 91 30. 57 | 1.1 
1955 crop cotton éawae ..do 31. 70 | 29. 06 9.1 
_ 1958 crop cotton cecomnaduae ee. 31. 23 | 30.07 | 3.9 
Cases where final support prices are lower: | | 
A9DO POU OUTNOR. 5 6a oc sclocacacaadceaeae cents per pound __| 29 34 | 29. 87 | 1.8 
: 1957 crop cotton a aoe a 2 do 28. 81 29. 91 | 3.7 
Cases where final support prices are the same: | 
1955 crop wheat seis lee cca tee per bushel $2. 08 $2.08 | 
1958 crop wheat do $1. 82 $1. 82 js 
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1952 crop corn 


{In million of bushels] 








Advance Final sup- | Using latest 
support | port level statistics 
level | available 

Domestic consumption _ ___- ‘ : ‘ 3, 238 3, 098 

Exports 85 | 144 

Total ze 3, 323 |--- 3, 242 

Allowance for carryover (10 percent) ..__- : 332 = 324 

Normal supply - - - J 3, 655 | 3, 566 

| — S = | | = —————————— 

Carryover. -- a RO ca cniinh cae Si 487 

Production_ -- : aos | 3, 375 | Seevesuae 3, 292 

Imports ‘ oul 1 | 1 

Total supply 3, 871 ae say 3, 780 

Supply percentage | 105. 9 (‘) | 106 

Minimum supp*rt level based on supply percentage __percent__| 88 | (4) 88 
Support level approved by CCC board of directors and the | 

Secretary percent. | 90 | 90 | 90 
Computed supp*rt price: 

Using 90 percent : per bushel $1. 60 | $1. 60 $1. 60 

Using 88 percent (minimum). Rai do pane | ae $1. 57 

Minimum support price announced, Feb. 11, 1952-- aS $1. 60 |--------------]-------------- 

Final support price announced, Oct. 2, 1952 do__- sane $2.00 15.2222. a 
| 


! Calculations of the supply percentage and the minimum support level were net made because the CCC 
Board of Directors and the Secretary had approved a support level of 90 percent of the parity price as of 
Oct. 1, 1952. 


1953 crop and 1954 crop corn 

Calculations of supply percentages and minimum support levels 
were not made because the Agricultural Act of 1949, as amended, re- 
quired that the level of support be 90 percent of the parity price. 


1955 crop corn 


{In millions of bushels] 


| | 
| Advance Final sup- | Using latest 
support port level statistics 
level | available 
! 
Domestic consumption. -- -- 3,075 | 3,011 | 2, 981 
Exports--- 5 115 110 | 119 
Total 3,190 | 3,121 | 3, 100 
Allowance for carryover (15 percent) !... 478 | 468 | 465 
Normal supply - - - 3. 668 | 3, 589 | 3, 565 
Carryover. __- 5 800 | 1, 050 1, 035 
Production... ; 3, 140 3,113 | 3, 230 
Imports_---_-- ‘ 1 | 1 1 
a ennai : 
Total supply--- ‘ ; | 3, 941 | 4,164 | 4, 266 
Supply percentave - : 107. 4 | 116.0 | 119.7 
Minimum support level based on supply percentage | 
percent 87.0 | 83.0 | 81.0 
Computed minimum support price _per bushel.-| $1. 58 | $1. 50 | 2 $1. 49 
Minimum support price announced Mar. 24, 1955._.. .do ‘ Beet aca | és 
Final support price announced Oct. 11, 1955 (equivalent to} r 
87.3 percent of parity price) ....-.---------------per bushel. -|.....--.- , BSS catatoncace 


i a a utes Aim adele aeeneoaalIeS 
1 Sec. 302 of the Agricultural Act of 1954, approved Aug. 28, 1954 (68 Stat. 902), increased the allowance 
for carryover from 10 percent to 15 percent. F 
? Computed using 8244 percent instead of 81 percent of parity price as of Oct. 1, 1955, because the minimum 
level of support was set at 8244 percent by the Agricultural Act of 1954, 





100 
465 


035 
230 


266 


9.4 


31.0 
1. 49 


nce 


um 
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1956 crop corn 


[In millions of bushels] 


























Advance Final sup- Using latest 
support port level statistics 
level available 
EPO OND CII Si i wirn ah Oh wiiccwnncbnasncrmdmenennienten 3, 045 3, 045 3, 019 
Ginna wedatbdaconacdanesUAGhbananconscaadsancuunecedneuwe 110 110 183 
WN cas a enicirn teat DER A hike athe dacs whanacueks a 3, 155 3, 155 3, 202 
Allowance for carryover (15 percent). .........--..--..-----.-- 473 473 480 
Normal supply. ..--.--- FERIA KcbashesneeNswuineoeneCenes 3, 628 3, 628 3, 682 
NN 1, 150 1,200} —«1, 166 
CUD so ob Win ase mdelootd mee undies machi a aeienaractir eae aretsancet 3, 185 3, 336 3, 455 
RUPE. cnacnbu ct enchcabinakbtbbdbanceke nd sabatncednennswesue 1 1 l 
OE I sikh tie eg bce bh iba aes Aldana innit orianiscvcvindl 4, 336 4, 537 4, 622 
Supply percentage--.-.- Rei eda ew Wine e a aiawen eam 119.5 125. 1 125. 5 
Minimum support level] based on supply percentage percent. 81.0 78.0 78.0 
Computed minimum support price. ._...........-.----.------ $1. 40 $1. 39 $1. 39 
Minimum support price announced Feb. 8, 1956 per bushel-- GE losing icc tuetawelica mae 
Revised minimum support price announced Apr. 23, 1956 
per bushel_-} Sh Oe eee ee! Prete Mestre wae 
Final support price announced Oct. 19, 1956 (equivalent to 84 
DEFOE OF DAPILY DCIS) sn cncenccncncaccasacuccs PO Toc tcc caccccevkusce DE fadbacsceuenenn 
| 
1957 crop corn 
{In millions of bushels] 
Advance Final sup- | Using latest 
support port level Statistics 
level available 
SPOSRORELE GORDI OIOG 5 i ccriawiuiibciticitnniebadibawaaiaaasiait 3, 044 3, 000 3,019 
BERRI occ aS sete Seas eSenba eRe OL eno ME ee 110 165 200 
SA io a's schhaicuvnstradaninn prince aid aadialaisbalaldileedal iii ei raties oi 3, 154 3, 165 3, 219 
Allowance for carryover (15 percent) .............2--------2.- 473 475 483 
DWOPIRAL WRI 4 tcc ccuscind su wsakkdsnniienscecusinnde 3, 627 3, 640 3, 702 
CT PRGOE a cnc ccc canvenasnd bbe cesmad aaeseeisbasadeswaneun 4,415 _ 1, 400 1, 419 
CIID carers ns sesas aiekinted assis spniceiblenste debmanaenioa a aininiwraaletolae 3, 200 3, 195 3, 403 
NOTES 5 icv cocennadennaseaekneds sxsdacsaeneibbneia Westie 1 1 2 
UREA NE bts cisicbent ie cidade tebamidiniceion taka aaa 4, 616 4, 596 4, 824 
DODDS DORNTIIIG. oie cic cies cnccmmwniwceccedadamaien smciahininibptoabenagas 127.3 126. 3 130.3 
Minimum supp ort level based on. supply percentage. percent 77.0 77.0 75.0 
Computed minimum support price per bushel $1. 36 $1. 40 $1. 37 
Minimum supp ‘rt price announced Now. 14, 1956... -- oe BD isncccssneuiea iced leant 
Final support price announced Oct. 2, 1957..__- sp OO oa aaa cia a eg all Bic a ininecaeeenes 
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1958 crop corn 


{In millions of bushels] 








Advance Final sup- | Using latest 
support port level | statistics 
| level available 
Ppomiestic consumption... ... 025-2 2cc2.scccceeunuu ici codeat anata” 3, 075 3, 114 | 3, 157 
Exports Sepak arlghe to aided sian eg Se veces ieee 185 185 185 
Total. 43 en aaa E paibiidalaredwniies iittala socio 3, 260 3, 299 | 3, 342 
Allowance for carryover (15 percent) .........-........-...-..- 489 495 501 
Normal supply -_-...-- Sees. 2 oe ee 3, 749 3, 794 | 3, 843 
OO , . a eee i ae Z 1, 550 1, 525 | 1, 468 i 
Production oe ities dediniisitdabTeddianiads 3, 200 3, 589 3, 686 i 
Imports . subminiawanioe avi de aicates tats siete Gaited " l 1 1 i 
Total supply----- aie Ea a = 4,751 5, 115 5. 155 | 
Supply percentage : 126.7 134. 8 134. 1 
Minimum support level based on supply percentage__percent _- 77.0 75.0 75.0 
Computed minimum support price - Se per bushel_- $1. 36 $1. 32 $1. 32 
Minimum support price announced Mar. 31, 1958 _.__.do BAe Nias do eare dee atateakes 
Final support price announced Oct. 3, 1958 (equivalent to 77 
percent of parity price ae ae -per bushel__}_-- i Oh Oe leveecueee ssn 
1952 crop wheat 
{In millions of bushels] 
Advance Final sup- | Using latest 
| support port level | statistics 
level available 
= a era a lel salicaria aie " |——_—_——- 
Domestic consumption = baci he ‘ ol 688 
Exports eet a : kona 350 318 
Total earn aeraearetain ea 1, 098 rata ‘ 1, 006 
Allowance for carryover (15 percent) - _- ‘ 165 poems : 151 
Normal supply Sa ait a beats 1, 263 1, 157 
Carryover oe sees a ai i it | 335 = 256 
Production cnam pa we aaceatmeate Daemints scape | 1, 165 bakin 1, 306 
Imports nwiaworg Sea RTE Cee meee si | BD icacuws 22 
Total supply pect ets emacs ase assets 1, SOB les cnnn a apel 1, 584 
Supply percentage-_---- : aoe a | 119. 2 (*) 136.9 
Minimum support level based on supply percentage percent 81.0 | (4) | 75.0 
Support level approved by CCC Board of Directors and the 
Secretary s = So a : _percent 90.0 | 90 | 90.0 
Computed support price: 
Using 90 percent aerate ee ..---------per bushel $2. 17 $2. 20 | $2. 20 
Using 75 percent (minimum) assets mains eat Hitewatecbnet ae | $1. 84 
Minimum support price announced Aug, 29, 1951 .do Rae Renata : Sa sabes 
Final support price announced June 30, 1952 ‘ do ‘achive’ Loe $2. 20 nsaisdien arene i 
| ' 
1 Calcul ations of the supply percentage and the minimum support level were not made because the CCC 
Board of Directors and the Secretary had approved a support level of 90 percent of the parity price as of 
July 1, 1952. 
' 
t 
' 
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1953 crop and 1954 crop wheat 


Calculations of supply percentages and minimum support levels 
were not made because the Agricultural Act of 1949, as amended, re- 
quired that the level of support be 90 percent of the parity price. 


1955 crop wheat 


{Million bushels] 





Domestic consumption 
Exports 


EE. - Ek x5 5 owson note eee cae aik Web Wah eumaenaeaseen 
Allowance for carryov er CRIN kis ence ediwudiinits cuneate 


Normal supply 


Carryover 
Less set-aside (7 U.S.C. 17 45). 


Net carryover 
Production . 
Imports-- 


Total supply 
EET OONUNEE  si.60cncuane onedenmc sheen ainsi eeiaien’ 
Minimum support level based on supply percentage _percent.- 
Minimum support level set by Agricultural Act of 1954. -do---- 
Computed minimum support price, using 82)4 percent 

per bushel-- 
Minimum support price announced Sept. 15, 1954 

per — . 
ae 


Final support price announced July 5, 1955 


1 Sec, 302 of the Agricultural Act of 1954, approved Aug. 28 
for carryover from 15 to 20 percent. 
1956 crop whea 


[Million bushels] 





Advance Final sup- | Using latest 

support port level Statistics 
level available 

680 642 611 

| 220 27 346 

900 912 957 

180 182 191 

| 1, 080 1, 094 1, 148 

1,000} 1,010 “1,036 

400 465 458 

600 | 545 578 

850 860 935 

3 5 10 

1, 453 1, 410 1, 523 

134. 5 128.9 132.7 

75.0 76.0 75.0 

82.5 82.5 82.5 

$2. 06 $2. 08 $2. 08 

DN ss sencasaciagahec comes 

a secinsicecetdtchtad $2. 08 perenne 








, 1954 (68 Stat. 902), increased the allowance 


t 





NP 


SISILOININES CRSTRINIIN NIN oe nn dee aeldadadpeuth 
PEE a sn cadnnaveususisipdissusvnbicknsdpasademesaineaieaui 


Total 


No ag i 
Less set-aside (7 L 


Net carryover 
POUND ~~ <cccuiensecssdcccs 
SUI oink Satacigan wddddcn das dndelbendniineliecaaiabinnuablasen: 





Total supply 
I rer 
Minimum support level based on supply percentage__percent__ 
Computed minimum support price......__..-__-- per bushel_- 
Minimum support price announced June 10, 1955....-..do__- 
Revised minimum support price announced Apr. 23, 1956 

per bushel__ 
Final support price anrfounced June 29, 1956 (equivalent to 
82.6 percent of parity price) per bushel 


























Advance Final sup- | Using latest 
support port level statistics 
level available 

| 675 660 601 

260 340 550 

935 1, 000 2. 151 

187 200 230 

1, 122 1, 200 1,381 

965. 1,020 | 1, 083 

375 355 352 

590 665 681 

852 923 1,004 

3 5 8 

1, 445 1,593 1, 693 

128.8 132.8 122. § 

76.0 75.0 79.0 

$1. 81 $1.82 $1.91 

iO Lencwcusandcasalseseaneuabaae 

OOD i irrticsiniicntentni a scgeoieaaliienaa 

iitenetiinithnede DOO BR ivdsttinccenntcs 
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1957 crop wheat 
{Million bushels] 












































Advance Final sup- | Using latest 
support port level statistics 
level available 
: ai lis isaac aticelipleemtacachanloneatl oe aida alec ee 
{ | 
ER OIRO och vncinwicnbcccetubwienenswdieseece 650 598 587 
Exports...........- REARS mantel 300 400. 403 
Total. . kuveevetucnoatuckeaetnn 950 998 990 
Allowance for carryover (20 percent). _- Were alccah i sige ical aaraesiea | 190 200 | 198 
I cactidbniceaieniienaniniaes atkecdechaukeamen 1,140 1, 198 1, 188 
Carryover. - ; Sapa as ain saa Se ee | 995 | ( ~ 905. eer 900 
Less set- aside (7 \ RG ae bli sc ec evodcdcocnunnAw su dibleuas 225 150 148 
RE ONE ccc niccp tee cnee ewes x a 77 755 761 
I oa al a . i ie hice ae a 668 71 947 
ee CS pki aeadeniipemaknncintrmes ivi 5 | 5 | ll 
oe) | - 
Te I aac meinen sdukuelpieie seater wads | 1, 443 | 1,731 | 1,719 
Supply percentage 126. 6 144.5 144.7 
Minimum support lev el based on supply percentage perce nt. 77.0 75.0 75.0 
Computed minimum support price per bushel. $1. 86 $1. 88 $1. 88 
Minimum support price announced July 2 1956 $2. 00 oe 
Final support price announced July 1, 1957 (e quivalent to 
Tid RIDONy Oe RISE ER WIO) soins ncniem nen nomsenencsam jasenemene --| Ss. 00 3... cccee aks 
1958 crop wheat 
{Million bushels] 
a sini . 
Advance | Final sup- | Using latest 
support port level Statistics 
| level available 
a —— | — 
Domestic consumption - - - -- | 625 586 584 
Exports-.- ibe seoieesea | 350 375 430 
Total --- examine se 975 | 961 | 1,014 
Allowance for carryover (20 percent) -- iimaktiod abuses 195 192 203 
Normal supply - ------ 1, 170 1, 153 1,217 
——=_— — | —————— ——- | ——— —— 
Carryover - - .. i 875 890 881 
Less set-aside (7 U.S.C. 1745)_...---- 21 | 
Net carryover... 854 890 881 
Production --- pst e ain 800 | 1,271 1, 449 
Imports._-.- . en ; 5 5 10 
Total supply---- 1, 659 2, 166 2, 340 
a a i ota nein ves alan “i 141.8 187.9 192. 3 
Minimum support level based on supply percentage _____- | 75.0 75.0 75.0 
Computed minimum support price-_- per bushel | $1. 78 $1. 82 $1. 82 
Minimum support price announced Apr. 19, 1957- do $1.78 | 
Final support price announced July 1, 1958. --do sncaatanina $1.82 
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1952 crop upland cotton 
[Thousand bales] 


Advance Final sup- | Using latest 








support port level statistics 
level available 
SUPGLY POTOORMMNG nnd cn censcasdsesocetsnceusuewewen percent... () (?) 108. 5 
Minimum support level based on supply percentage....do---.- @) (?) 89 
Support level approved by CCC Board of Directors and the 
DORR OORT oii do decd eccccecsabpacincnaaccagwaewnnnta percent... 90 90 90 
Computed support price: 
RIM PO WONNNEIE «coe wdsancnaracdiecds 30. 91 30. 91 30. 91 
Dsing 80 pereent (minis). . a... ce seciwe wees tOescshisuceuerdwsssclocstascsoetous 30. 57 
Minimum support price announced Feb. 21, 1952_-. REE ln ncccnakcaeastscntadiamd ieee 
Final support price announced July 29, 1952. ..........-d0....}...-.....-.--.- SO TE No nqaedsscsheae 





1 The docket prepared for the purpose of determining the meee level for 1952-crop cotton did not include 
calculations of the supply percentage and minimum support le However, the following statement was 
made in that docket, which was approved by the CCC Board of Directors and the Secretary in November 
1951 and established the support level at 90 percent of the parity price as of Aug. 1, 1952: 

“Considering the present supply and demand conditions for cotton, it would appear unreasonable to 
believe that conditions between now and the time the 1952 price support level in cents per pound for cotton 
is announced could change so that the supply percentage would be as high as 108 percent.’’ 

2 Calculations were not made because the CCC Board of Directors and the Secretary had approved a 
support level of 90 percent. 


1953 crop and 1954 crop upland cotton 


Calculations of supply percentages and minimum support levels 
were not made because the Agricultural Act of 1949, as amended, re- 
quired that the level of support be 90 percent of the parity price. 


1955 crop upland cotton 
(Thousand bales] 





Advance Final sup- | Using latest 





support port level statistics 

level available 
SOOTRONEIS CUNIII s oaik ns C eo oh weecidsspeitiieneseewecuwans SOOO hacinwddecacucs 9, 100 
WR v 6ocn cee Msccncicadalt dees nesduseceaetGbwesceendoud OOO 8. oi 2,200 
ARPT a is ie tet ea ds ican ees os tai eaicieis tala a to nce adaieaeetaurn alelwatited IE IPE icccodenbaddell 11, 300 
Allowance for carryover (30 percent) -..............-.-----.--- © GE ioascuccsucanas 3, 390 


Normal supply 





RII oooh sto 3.) hd So Wushu mene dapeeeeeeeneeneiwen 
Less set-aside (7 U.S.C. 1745) 


Net carryover 








ND ara cic ctncinnsucneuiduhubdedeudanscpebpaaeabalsneGhnneds 
EE cisiis aeceansadesh clea bhaces ccccbcul eteevsnutanes OP ticvcopdeuntle 
Th Oeen PI linc cs dcccddebelecdiidccckiebapieense dees 165396 fcc ssi Afi 22, 329 
BRE MANO cic dacwass nek casdkscdadebtelsecsascaeee 92 (1) 152 
Minimum support level based on supply percentage... -..__-- | 90 (4) 75 
Support level approved by CCC Board of Directors and the 
ies shin scan condcendlaniuabaesesuucmesupaned percent. 90 90 90 
Computed support price: 
SR MO NOON cc oo cadccalstcvausscuad cents per pound_. 31. 70 31.70 | 31.70 
Using 8244 percent (minimum)--_-_.....----..------ soa Nictniciascdbidapimcanaeis |. snthinsirictininnimieta | 2 29. 06 
Minimum support price announced Feb. 23, 1955_....-.do-..- | ea | teciseiaketalebeear ss 
Final support price announced July 29, 1955..........-- ies ehae oes 31.70 








! Calculations of the supply percentage and the minimum support level were not made because the CCC 
a of Directors and the Secretary had approved a support level of 90 percent of the parity price as of 
Aug. 1, 1955. 

2 isueane using 8214 percent instead of 75 percent of parity price as of Aug. 1, 1955, because the minimum 
level of support was set at 8244 percent by the Agricultural Act of 1954, 
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1956 crop upland cotton 


[Thousand bales] 


















































Advance Final sup- Using latest 
support port level Statistics 
level available 
| 
IRI OURO a a I 8, 900 8, 508 
ER nS nc cneccwonndbaesusnassockdit. asawabe at A cbctecik Jeger | 4, 200 | 7, 535 
a | } 
fo, ER BE ee eae ee ee Oe eee ae ee, 12, 800 | 13, 100 16, 043 
Allowance for carryover (30 percent) -__..........-....-.-...--- 3, 840 3, 930 4,813 
De NG in ono os ang mmpinicicunawed Bi hcaiekeieiee | 16, 640 7, 030 
———————————— Sia 
Ce euincahs 14, 061 14, 067 
Less set-aside (7 U 8.C. 17 DD ccaxcwbhanassuntscuksnalaveiweaes 2, 300 2, 400 
Pe UR nso is ic ten webbed daccbanscsg dccduénccons 11, 761 11, 667 11, 545 
CNS Be Gee dai ea ec tre ieadnn whe baa dksneacbin ce Gatioce 9, 917 9, 917 13, 102 
RUN TE hos wiabaliiee natn aebesdcccd ive dectapsmsanicadussech 50 50 40 
EG sg cede alenbeeeSacmmonbibiaeasene nee 21, 728 21, 634 24, 687 
ND 5 isk dn pe tiny Satan Giessteks enbwcousensenne 130. 6 +127 118.4 
Minimum support level based on supply percentage........__- 75 78 84 
Support level approved by CCC Board of Directors and the 
DO) 222i csisbehneewsniedoouecaes gu bhehtendnes percent -. 82. 5 | 82.5 82.5 
Computed minimum support price: 
CFR OPE DORUONIG so ocacccccnccsenscund cents per pound.-.- 28. 85 BRR Beewanedce cy 
SINE RMON eae cc riecacecetsosnsncsesn chad BD aio lsekecenengskculediadanubasden 29. 87 
Minimum support price announced Apr. 17, 1956_..---- do....| GG tateceakhecencch cvalunkmmnt wets 
Final support price announced July 27, 1956........._-- Mi cthsdaneeictcis BOE hack ticecieak aca. 
1957 crop upland cotton 
[Thousand bales] 
} 
Advance Final sup- | Using latest 
support port level statistics 
level available 
Se ONCNMOND oc ccccacmnaccnnbssncbenccesetsssen 8, 850 8, 650 7, 900 
Exports-.- oe nae ata eae rene Soen cima mma besides 4, 500 5, 000 5, 700 
0 SEES SS ae ee 13, 350 | 13, 650 13, 600 
Allowance for carryover (30 percent) npeeae ek peis 4,005 4,095 | 4, 080 
is le wisn didakncktcnnihe sis 17, 355 17,745 | 17, 680 
aaah ahanisel aaanicanshes seune 11, 800 11, 000 11, 039 
Less set-aside (7 U.S.C. 1745)...-..------- BD Niven aqnspheivatlasseckes 
Pe OE a tacacnackhbakocscens é . 11,000 11, 000 11, 039 
Production. - --- ; . Sasa CARER RK ne 11, 200 11, 650 10, 891 
RUPOU Rag cows cent renee ce mse eeeswencwisweind se cdaseeetene se 50 f 100 
GR) CNT cnn nnanxcous-css . 22, 250 22, 700 21, 940 
Supply percentage----. percent. 128. 2 127.9 124.1 
Minimum support level based on supply percentage_...do 77 78 81 
Computed minimum support price. -cents per pound... 28.15 28. $1 29. 91 
Minimum support price announced Feb. 9, 1957... ee BE EE decccncennutenclcawowiae diaekes 
Final support price announced Aug. 8, 1957... HNO SA acancwetcees< Oi hse. cairns 
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1958 crop upland cotton 
(Thousand bales] 























Advance Final sup- | Using latest 
support port level statistics 
level available 
DOMIPSTIE COMMITTED. <i oc deccacunccscicdnddowioriendotecs 8, 000 7, 800 7, 800 
caret cde e an canensudewkusenuEeaoncneebakewas atin 4, 700 4, 500 4, 500 
Liaiih cainisedeiniacgetll papaneeaacinae | 
Ns eiicn di ion aa day Jone) becdbapapsadebiestosebepear 12, 700 12, 300 12, 300 
Allowance for carryover (30 DORUSIG) Sousa odocdcudcccccwscuees 3, 810 3, 690 | 3, 690 
IORI IDR cncuccccctencesesucddutenaenpmacnasana 16, 510 15, 990 | 15, 990 
a ee ela 8, 565° 8, 440 | 8, 405 
PUOGUCEi dock neck tadcah na cnsiaducksewunssedvacesoueuavebsaden 11, 850 11, 393 11, 904 
DO so scig nw atn ambaienanmnes ccbiGupiteeaintss hide eee 100 60 60 
DOG MEY. 5 cla cirg ch cn cab bab ctndasiendbhebacanct 20, 515 19, 893 20, 369 
EY ST OQEENG so. won ansGscnatadincenensakeem percent-- 124.3 124. 4 127.4 
Minimum support level based on supply percentage - -.do-__-. 81 81 7 
Computed minimum support price. -..-....cents per pound... 30. 75 31. 23 30. 07 
Minimum support price announced Feb. 7, 1958... --...do-.--- GRO locccinnvnssneplasspeg=ueeseusn 
Final support price announced Aug. 8, 1958__..--..---- DS aie cee BASS Vite dgachatuns 


V. Marketing Quoras AND ACREAGE ALLOTMENTS FOR THE 1952-58 
Crops or Corn, WHEAT, AND UpLanp Corron 


A. CORN 


1. Provisions of statutes relating to marketing quotas 

Sections 322 to 325 of the Agricultural Adjustment Act of 1938, 
as amended, which related to marketing quotas for corn, were re- 
pealed by section 304 of the Agricultural Act of 1954, approved 
August 28, 1954 (68 Stat. 902). Until repealed, and therefore in 
effect for the 1952-54 crops of corn, section 322 provided that, when- 
ever in any calendar year the Secretary determined : 

(1) That for the marketing year beginning in such calendar 
year the total supply of corn would exceed the normal supply 
by more than 20 percent; or 

(2) That for the marketing year ending in such calendar year 
the total supply of corn was not less than the normal supply 
and the average farm price for corn for 3 successive months did 
not exceed 66 percent of eeeeeys 

the Secretary proclaim such fact not later than November 15 and 
that marketing quotas be in effect for the crop of corn grown in the 
commercial corn-producing area in the following calendar year. 

Thus, before November 15 of 1951, 1952, and 1953, the Secretary 
was required to determine whether conditions (1) or (2) above 
existed, and, if either of these conditions existed, to proclaim that a 
marketing quota would be in effect for corn grown in the following 
calendar year. 
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2. Proclamations relating to marketing quotas for the 1952-54 corn 
crops 

For each of the marketing years 1951-52, 1952-53, and 1953-54 
(October 1—-September 30), the Secretary determined ‘that the total 
supply of corn would not exceed the normal supply by more than 
20 percent; also, he determined that the average farm price for corn 
for each month of the marketing years ending in 1951, 1952, and 
1953 was in excess of 66 percent of parity. Therefore, on November 
14, 1951, November 14, 1952, and October 27, 1953, the Secretary pro- 
claimed that marketing quotas would not be in effect for the 1952, 
1953, and 1954 crops of corn, respectively. 

Using the latest statistics available at the time of its inquiry, the 
staff recalculated the total supply and normal supply of corn for 
the marketing years 1951-52, 1952-53, and 1953-54. The results 
showed likewise that for each of the years the total supply exceeded 
the normal supply by less than 20 percent. Statistics published by 
the USDA show that the av erage farm price for corn for each month 
of the marketing years ending i in 1951, 1952, and 1953 exceeded 66 
percent of parity. 


8. Provisions of statutes relating to acreage allotments 

Section 328 of the Agricultural Adjustment Act of 1938, as amended, 
provides that the acreage allotment of corn for any calendar year 
shall be that acreage in the commercial corn-producing area which, 
on the basis of the average yield for corn in such area during the 5 
calendar years immediately preceding such calendar year, adjusted 
for abnormal weather conditions, will produce an amount of corn 
in such area which the Secretary determines will, together with corn 
produced in the United States outside the commercial corn- producing 
area and corn imported, make available a supply for the marketing 
year beginning in such calendar year equal to the normal supply. 
Section 328 provides also that the Secretary shall proclaim such acre- 
age allotment not later than February 1 of the calendar year for 
which such acreage allotment was determined. 


4. Proclamations relating to acreage allotments for commercial corn- 
producing area and comparison of such allotments with recal- 
culations by staff using latest statistics available 

In view of the national mergeley, the Secretary dispensed with 
acreage allotments for the 1952 and 1953 crops of corn, pursuant to 
authority contained in sections 304 and 371 (b) of the Agricultural 
Adjustment Act of 1938, as amended. 

In the following tabulation, the acreage allotments proclaimed for 
the commercial corn- -producing area for the 1954-58 crops are com- 
pared with the number of acres recalculated by the staff using the 
latest: statistics available for domestic consumption, exports, carry- 
over, imports, and production outside the commercial corn-producing 
area. The comparison shows that for each of the crop years the acre- 








a. eS = ae 


£0 


age allotment proclaimed was greater than the number of acres recal- 
culated by the staff. 





Proclaimed by the Percentage 

Secretary Numb>r of | of differ- 

acres recal- ence to 

Crop year culated by acreage 

Acreage staff recaleu- 

Date allotment lated by 

staff 

i iwktviepbdiackeheansghcterianswakash soe kse Jan. 20,1954 46, 995, 504 45, 199, 063 4.0 
DP katasebdatsthn ctatchedhbiantabacks detbadsiun Jan. 31,1955 49, 842, 697 39, 820, 225 25. 2 
Dich let siiein atapchis asian bimadigda blk ecdeaileciaee i Jan. 31,1956 | ! 43, 280, 543 41, 583, 710 4.1 
BE csitignanckctaccvaksuddctauuisanedapidemenanne Nov. 13, 1956 37, 288, 889 36, 333, 333 2.6 
POU stb tehb ib aiiibadetadsdtenaccdedatebaamase Nov. 27, 1957 38, 818, 381 37, 724, 289 2.9 


1 Terminated by the Agricultural Act of 1956, approved May 28, 1956, which provided for the use of a 
base acreage of 51,000,000 acres for the commercial corn-producing area in 1956. 


B. WHEAT 


1. Provisions of statutes relating to marketing quotas 


Section 335(a) of the Agricultural Adjustment Act of 1938, as 
amended, provides that, whenever in any calendar year the Secretary 
determines— 

(1) that for the marketing year beginning in such calendar 
year the total supply of wheat will exceed the normal supply by 
more than 20 percent, 07 

(2) that for the marketing year ending in such calendar year 
the total supply of wheat is not less than the normal supply and 
the average farm price for wheat for three successive months does 
not exceed 66 percent of parity, 

the Secretary shall, not later than May 15, proclaim such fact, and a 
national marketing quota for wheat shall be in effect during the 
marketing year beginning July 1 of the following calendar year. 
(Prior to the Agricultural Act of 1954, the proclamation date was 
J ul 1.) 

Thus, before May 15 of each year, the Secretary must determine 
whether conditions (1) or (2) above exist, and, if either of these 
conditions exists, he must proclaim that a marketing quota for wheat 
will be in effect during the marketing year which will begin July 1 
of the following calendar year. 


2. Proclamations relating to marketing quotas 


For the marketing year 1951-52 (July 1 to June 30), the Secre- 
tary determined that the total supply of wheat would not exceed the 
normal supply by more than 20 percent; also, he determined that the 
average farm price for wheat had not been as low as 66 percent of 
parity for 3 successive months during the marketing year 1950-51. 
Therefore, on June 29, 1951, the Secretary proclaimed that marketing 
quotas would not be in effect for the marketing year 1952-53. 

For each of the marketing years 1952-53 through 1957-58, the Sec- 
retary determined that the total supply of wheat would exceed the 
normal supply by more than 20 percent. However, in view of the 
national emergency and pursuant to authority contained in sections 
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304 and 371(b) of the Agricultural Adjustment Act of 1938, as 
amended, the Secretary dispensed with the marketing quotas for the 
marketing year 1953-54 that would otherwise have been required by 
the act. Marketing quotas were proclaimed for the marketing years 
1954-55 through 1958-59. 

Using the latest statistics available at the time of its inquiry, the 
staff recalculated the total supply and normal supply of wheat for the 
marketing years 1951-52 through 1957-58. The recalculations showed 
the same results as the determinations by the Secretary; that is, the 
total supply exceeded the normal supply by less than 20 percent for 
the marketing year 1951-52 and by more than 20 percent for each of 
the marketing years 1952-53 through 1957-58. Statistics published 
by the USDA show that the average farm price for wheat had not 
been as low as 66 percent of parity for 3 successive months during the 
marketing year 1950-51. 


3. Provisions of statutes relating to acreage allotments 


Section 332 of the Agricultural Adjustment Act of 1938, as 
amended, provides that, not later than May 15 of each calendar year, 
the Secretary shall ascertain and proclaim the national acreage allot- 
ment for the crop of wheat produced in the next succeeding calendar 
year. (Prior to the Agricultural Act of 1954 the proclamation date 
was July 15.) 

Section 333 of the same act provides that the national acreage allot- 
ment for any crop of wheat shall be that acreage which the Secretary 
determines will, on the basis of the national average yield for wheat, 
produce an amount thereof adequate, together with the estimated 
carryover at the beginning of the marketing year for such crop and 
imports, to make available a supply for such marketing year equal to 
a normal year’s domestic consumption and exports plus 30 percent 
thereof. 

Section 333 provides also that the national acreage allotment for 
wheat for any year shall be not less than 55 million acres. However, 
the act of July 14, 1953, required that the national acreage allotment 
for the 1954 crop of wheat be not less than 62 million acres. 


4. Proclamations relating to national acreage allotments and compari- 
son of such allotments with recalculations by staff using latest 
statistics available 

In view of the national emergency, the Secretary dispensed with 
acreage allotments for the 1952 and 1953 crops of wheat, pursuant to 
authority contained in sections 304 and 371(b) of the Agricultural 
Adjustment Act of 1938, as amended. 

As shown in the following tabulation, the national acreage allot- 
ments proclaimed for the 1954-58 crops were the minimum national 
acreage allotments prescribed by law. In addition, the tabulation 
shows in two columns what the national acreage allotments would 
have been in the absence of the minimum allotments prescribed by law 
(1) as determined by the Secretary for the proclamations and (2) as 
recalculated by the staff using the latest statistics available at the time 
of its inquiry for carryover and imports in leu of the quantities used 
for those items in the calculations made for the proclamations. Both 
columns show that, for each year, allotments needed to make available 
a supply equal to a normal year’s domestic consumption and exports 
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plus 30 percent thereof were materially lower than the minimum 
allotments prescribed by law. 


Proclaimed by the Secretary | What national acreage allot- 
CSC ment would have been in 
absence of minimum allot- 





National acre- ment prescribed by law 
Crop year age allotment 
Date (same as mini- 
mum pre- As determined | As recalculated 
scribed y the by staff 
by law) Secretary 
CRE. ccbadonnstencdptntaniabnadeneen July 15,1953 62, 000, 000 40, 333, 333 28, 466, 667 
PGE + snbnnaushSeccesnadedeaaowkecwase June 21,1954 55, 000, 000 19, 066, 667 16, 066, 667 
WOOD anh ccnrresuaeaiencidanen obddasadbae ch May 13, 1955 55, 000, 000 18, 580, 645 12, 903, 226 
il neds cacciivatioaecaaunceotenscaeaue ates May 14, 1956 55, 000, 000 12, 371, 795 20, 576, 923 


EG d a ceincatineantwadsthabeevarwesdnne Apr. 19, 1957 55, 000, 000 23, 144, 654 22, 452, 830 


Cc. UPLAND COTTON 


1. Provisions of statutes relating to marketing quotas and acreage 
allotments 


Section 342 of the Agricultural Adjustment Act of 1938, as 
amended, provides that, whenever during any calendar year the 
Secretary determines that the total supply of cotton for the market- 
ing year beginning in such calendar year will exceed the normal sup- 
ply for such marketing year, the Secretary shall, not later than Octo- 
ber 15 of such calendar year, proclaim such fact and a national mar- 
keting quota shall be in effect for the crop of cotton produced in the 
next calendar year. 

Section 342 of the act provides the method by which the Secretary 
shall determine the amount of the national marketing quota in terms 
of the number of standard bales of cotton adequate to make available 
a normal supply. However, section 342 provides also that the na- 
tional marketing quota shall be not less than the smaller of (1) 10 
million bales or (2) 1 million bales less than the estimated domestic 
consumption plus exports for the marketing year ending in the cal- 
endar year in which such quota is proclaimed. This section further 
provides that the national marketing quota for 1957 and 1958 shall 

e not less than the number of bales required to provide a national 
acreage allotment for 1957 and 1958 equal to the national acreage 
allotment for 1956. 

Section 344(a) of the same act provides that, whenever a national 
marketing quota is proclaimed under section 342, the Secretary shall 
determine and proclaim a national acreage allotment for the crop of 
cotton to be produced in the next calendar year. In addition, sec- 
tion 344(a) provides that the national acreage allotment shall be 
that acreage, based upon the national average yield per acre for the 
5 years immediately preceding the calendar year in which the na- 
tional marketing quota is proclaimed, required to make available 


from such crop an amount of cotton equal to the national marketing 
quota, 
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2. Proclamations relating to national marketing quotas and national 
acreage allotments and comparison of such quotas and allotments 
with recalculations by staff using latest statistics available 

For the marketing years 1951-52 and 1952-53 (August 1—July 31), 
the Secretary determined that the total supply of cotton would be less 
than the normal supply and therefore proclaimed on October 15, 1951, 
and October 6, 1952, that marketing quotas and acreage allotments 
would not be in effect for the 1952 and 1953 crops of cotton, respec- 
tively. 

Using the latest statistics available at the time of its inquiry, the 
staff recalculated the total supply and normal supply of cotton for 
the marketing years 1951-52 and 1952-53. The recalculations showed 
that total supply was less than normal supply for the marketing year 
1951-52 but exceeded normal supply for the marketing year 1952-53. 
Therefore, if the statistics now available had been available at the 
time the determination was made by the Secretary, a national mar- 
keting quota of 10 million bales and a national acreage allottment of 
about 18 million acres would have been required for the 1953 crop of 
cotton. 

For each of the marketing years 1953-54 through 1957-58, the Sec- 
retary determined that the total supply of cotton would exceed the 
normal supply and therefore proclaimed national marketing quotas 
and national acreage allotments for the 1954-58 crops of cotton. The 
recalculations made by the staff show likewise that for each of those 
marketing years the total supply exceeded the normal supply. 

As shown in the following tabulation, the national marketing 
quotas and related national acreage allotments proclaimed for the 
1954-58 crops were the minimum quotas and allotments prescribed 
by law. In addition, the tabulation shows in two columns what the 
national marketing quotas would have been in the absence of the 
minimum quotas prescribed by law: (1) As determined by the Secre- 
tary for the proclamations, and (2) as recalculated by the staff using 
the latest statistics available for domestic consumption, exports, 
carryover, and imports in lieu of the quantities used for those items 
in the calculations made for the proclamations. Both columns, ex- 
cept as to 1955, show that for each year the number of bales needed 
to make available a normal supply was materially less than the mini- 
mum national marketing quota prescribed by law. 


What national marketing 

Proclaimed by the Secretary quota would have been 

in absence of minimum 

quota prescribed by law 

Crop year 














National National As deter- As recalcu- 
Date acreage marketing | mined by the | lated by staff 
allotment {quota (bales)| Secretary (bales) 
| (acres) e (bales) 
sll tres - ahead ie Sitesi anaes 
i li ce a Ba oom Oct. 9, 1953 117,910, 448 2 10, 000, 000 8, 609, 409 6, 624, 582 
DRA Ki cabnbiosd | Oct. 14,1954 18, 113, 208 2 10, 000, 000 9, 742, 948 3, 971, 873 
DR es ected | Oct. 14, 1955 17, 391, 304 2 10, 000, 000 3, 828, 731 6, 901, 739 
EE Sa eees “J Aug. 30,1956 | 317,391, 304 11, 014, 493 2, 450, 412 6, 590, 712 
dag earn ish renee Oct. 11, 1957 317, 391, 304 11, 920, 290 7, 918, 000 7, 573, 160 


1 Increased to 21,379,358 acres on Feb. 8, 1954, pursuant to the act of Jan. 30, 1954 (68 Stat. 4). 
2 Minimum prescribed by law; related acreage allotment Was based thereon. 
3 Minimum prescribed by law; related marketing quota Was based thereon. 





| 
j 
| 





LIST OF WITNESSES 





) Page 

| PGS0R, Til uc. ce ciweness ces we wes cet neEe send tea metnmae 1 
DR: BNO: Tis’ PesnandnksGeninnntmuensagehndetacneudeniemnaewene 1 

MONDE AR. a. saaiehGws Soe cnx weenie waa eekecet tebe osusamaae 1 
BiG N eso saat Skeewe cnn HeeeeeewanaeewNebuaAwemqunas 1 

, MN Na a a a ig a et cr at sarah antag 1 

: PASTIBRUON. Ee Nida d cckuwecn wk ae WweuSSUGuletikhtenantwieisaanean eee 1 
RAN Nn atin ks crac ly ees rarer ned at oan Saban Si amb ta rena cs 1, 85 

| Eannartenn. foOW. waccoos ck ease ene eunees wastes wien aes anes 1 

. BR SRNO NN Ba a i a a le ire at reaches wares td 1 

: UI A ha a a er a Nn a a ar ac mane as 1 

‘ Pe ANIIRONN RS esha be re che ae ee a ee gee a al re ae al 85 
BRON Es ee er ad arate eaten ue sara ss wile Cane eres matte 1 

: URN DIND ea Sa a i ae deltas 1 

4 WO tas Vice kdedceievadauckcatdubinbiss seeniudbdindbeshebaneemens 85 

Fe (Dp 

1 

g 

mn 

TL 

W 

* 

ff 


‘ 3 
39 
12 
60 














C 
Commodity Credit Corporation: Page 
COPIOE POOEG io den aw dt anedac te dees awed ts camewewnua eas 49, 182 
Commingling of commodities, report of investigation of.....-.--- 326, 332 
GUNNS 00 DIONE Wc seas aw kin ekwnce cows nti ees 68, 194 
Cotton: 
AGhESEO ONG VIGIIN es a Sos Son dee awseesedamaebsatbetxs 81 
Cotton classing, report on investigation of.......--.-.------ 329, 364 
Export sales programs: 
Authority and legal requirements for_.......--.-------- 4, 23, 25 
SION CGE DPOOTON oo. weet cee eon Cees bea wieieeere 49, 182 
COTO LORI OU oo a a ere tie a ere sg aia gata 31, 2 54 
Competitive basis, sales of commodities on__.-.----------- 2, 23 
Cotton situation and cotton export programs_-—--.-------- 32, 75 
Exports and CCC dispositions__.........-.-- 8, 82, 251, 260, 263 
Fair historical share of world market_....-------- 4 41,835 3S 
Bi) GAC serO te OT BN nn Sa eee ee ial 35, 167 
Foreign trade and cotton, prospects for__....-...-------- 42, 168 
International cotton traders: 
AUIONOO INES <a gitar aa cana eetmea naw nawamiaecsd 30 
Investigation, Tranery OR... d6< noc ckcaucewecncccces 251, 257, 307 
Losses, net cee 261 
CUMOOR AOD so sck ee ns wanes suansleuEe oe 42, 16§ 
Payment-in-kind subsidy__......-- 7, 12, 17, 23, 43, 253, 328, 356 
Payment rate, periodic review of_..........-..---------- 43 
Purchasers and quantities on: hand_..-~..<.<<scss<ceswaaes 16 
Reclassification of cotton...........-..--- 35, 167, 253, 262, 270 
DORNS OF S108 GiROOMONG. oss c4cduccaunnsewees 2, 252, 257, 272 
Wheat, GORINGCONCWIth 6. cc owes daeuacmaeseuapus 15 
Export programs NO-C-7 and NO-C-8, report of investigation 
ES TEN a ee 317 
WANING © DreniCnegi os ok. cs San oa Ss chee wwee be ees 45 
Foreign production, report of investigation on___.-.---- 251, 254, 274 
International cotton traders, report on investigation of... 251, 255, 280 
Trading in futures market, report of investigation of____- 251, 256, 286 
Bipencicured NG OMEPANION Ol. qi. eccusa seduce dewede dudecubdwauee 84 
Cirein ‘in Sporades: NeanennirGl— 5.03 a 230s es a sncuenek Saeed 58 
Public Law 480 commodities, sales by recipient countries_-_---_----- 49, 205 
Release of information on activities, report on investigation of... 394, 410 
DUNPOre 16VEls ANG PMOUN, 1900S. 6.6 ok clk ccc wecoaseceeae wees 84, 196 
Tobacco: 
RRORTETA. DROTRIIGUNOR eb tice ond waneens Kesionemekiweseaen 68 
Pe SURINRON ONS ood a Sins cece asaonaneesanwauns 67, 192 
Wheat: 
Export BRIG PLORTAIN DOMOION 6 cnc Se owe cneccoacecse dudes cies 15 
PRION io es as eal ee ate a os oe aa ea aimee a 80 
Conflict of interests, policy WE a gs awe hGN ee ee ak eAS bankas 57 
CARE GLI SINTER cr cman ceciiecdonanwiascnecwes 55 
E 
Estimates of production, etc., report on investigation of__-_..-------- 398, 449 
Export-Import Bank loans___..--------------- ian ik ie ai aedeagal 65 
F 
Perr es ereemnee gs... gcc cecteaanniiowetuenecnnsideun sipuine 45 
Farm family living expenditures__.....------- 5 care ce tment a em 105, 131 





Page 


Parity indexes, revision of : 19, 60, 85 


College tuition fees, inclusion in computation 
Decision for 
Documents relating to 
See 001 SONY ORC NINID ain ipa sig cite ao sane coe Wewadonemnineis ts 
Expenditures surveys: 
Cost of_-_- 
Selection of farms for : 
Farm family living expenditures 
Legal basis for 
Method of 
Parity: 
Definition of 
Laws relating to 
New formula- 
1910-14 period, selec tion of 
Per capita income, data on 
Previous revisions elie ars 
Prices paid, interest, taxes, and wage rates 
Prices received and prices paid, data on 
Reasons for_ 
Selection of farms for exper nditures. survey 
Wage increases in textile industry 
Per capita income, data on_ 
Poultry inspection, compulsory 
Prices paid by farmers - 
Prices paid, interest, taxes, and 1 wi age rates _ 
Prices received by farmers._.-----_----- 


R 
REA loans, financing of____-_- ' 
Release of information of crop estimates, report investigation on 


School-lunch program _- -- 

Surveys and investigative st aff, re report by 
CCC cotton export sales programs____- 
Classers, background, experience, and qu: alifications of 
Commingling of CCC commodities________- 
Cotton classing_______-_ 
Estimates of production, ete. 
Export programs NO-—-C-7 and N [O-C: 8, ‘cotton sold by CCC 
Foreign production of cotton - - ----- 
International cotton traders, 
Payment in kind export sales programs- 
Release of information on CCC activities. : 
Release of information on crop estimates __-_-_-_-_~- 
Trading in cotton futures markets 


112 
207 
108 


111 
, 154 
131 
119 


, 102 


87 
122 
128 
91 
114 


Soa 


, 158 
148 

93 
131 

20 
114 

52 
132 
158 
148 


50 
400 


70 








